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DOE FOR THE 21 ST CENTURY: SCIENCE, ENVI- 
RONMENT, AND NATIONAL SECURITY MIS- 
SIONS 


WEDNESDAY, FEBRUARY 24, 2016 

House of Representatives, 

Subcommittee on Oversight and Investigations, 

Committee on Energy and Commerce, 

Washington, DC. 

The subcommittee met, pursuant to call, at 11:30 a.m., in room 
2322 Rayburn House Office Building, Hon. Tim Murphy (chairman 
of the subcommittee) presiding. 

Members present: Representatives Murphy, McKinley, Griffith, 
Flores, Brooks, Mullin, Cramer, DeGette, Schakowsky, Tonko, Ken- 
nedy, and Welch. 

Staff present: Leighton Brown, Deputy Press Secretary; Charles 
Ingebretson, Chief Counsel, Oversight and Investigations; A.T. 
Johnston, Senior Policy Advisor; John Ohly, Professional Staff, 
Oversight and Investigations; Chris Santini, Policy Coordinator, 
Oversight and Investigations; Dan Schneider, Press Secretary; 
Peter Spencer, Professional Staff Member, Oversight; Gregory Wat- 
son, Legislative Clerk, Communications and Technology; Andy 
Zach, Counsel, Environment and the Economy; Ryan Gottschall, 
Minority GAO Detailee; Rick Kessler, Minority Senior Advisor and 
Staff Director, Energy and Environment; Chris Knauer, Minority 
Oversight Staff Director; Una Lee, Minority Chief Oversight Coun- 
sel; and Elizabeth Letter, Minority Professional Staff Member. 

OPENING STATEMENT OF HON. TIM MURPHY, A REPRESENTA- 
TIVE IN CONGRESS FROM THE COMMONWEALTH OF PENN- 
SYLVANIA 

Mr. Murphy. Good morning. Today we will begin to examine how 
well the Department is prepared to meet its responsibilities for the 
21st century in this hearing of the Energy and Commerce Sub- 
committee on Oversight and Investigations. This includes what is 
necessary to enhance the performance of the department’s national 
laboratory system, which harbors the technological tools and know- 
how for advancing our nuclear security as well as the nation’s edge 
in important science, energy, and environmental missions. 

Indeed, a strong national laboratory system, well managed and 
overseen, increases the prospects for a strong DOE mission per- 
formance across the board. I know from my own experiences with 
the National Energy Technology Laboratory, located in my district, 
which has developed carbon capture storage technology that has al- 

( 1 ) 
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lowed the nation to achieve its lowest carbon emission rates in over 
two decades, the essential role our national laboratories can play 
to meet the nation’s needs. 

When it comes to the various missions for DOE, none surpass in 
importance the Department’s critical responsibility for maintaining 
the nation’s nuclear deterrent and technological superiority on all 
aspects of nuclear security. 

This morning we will hear why enhancing and sustaining U.S. 
nuclear and technological leadership is vital for confronting the 
complex challenges of the dangerous age we live in — with potential 
adversaries modernizing their nuclear arsenals; with threats of 
Iran, other nation-states; with emerging new nuclear technologies 
and proliferation risks. 

Unfortunately, we will also hear that efforts to place DOE’s nu- 
clear security operations on a sustainable track have been coming 
up short for decades. Part of the problem has been the complicated 
relationships through which DOE pursues its various missions. 
Most of its work is performed by contractors at the national labora- 
tories and production sites. 

The benefit of this contracting approach is that it harnesses the 
best scientific, engineering, and management expertise of industry 
and academia; the downside is that it creates difficult oversight 
and accountability requirements — from DOE headquarters to the 
site offices to the contractor management to the operators in the 
field. In our hearing last summer on a radiological incident that 
began at the Los Alamos National Laboratory, we saw a vivid ex- 
ample of how oversight and contractor accountability breakdowns 
led to a costly $500 million incident. 

The most dramatic effect to address the management problems 
in the nuclear weapons complex occurred in late 1999. Congress, in 
reaction to serious security, project management and safety issues, 
created the National Nuclear Security Administration, or NNSA, as 
a semi-autonomous agency within DOE aimed at focusing mission 
oversight to improve mission performance. Yet the new agency did 
not improve oversight or accountability. In some respects, the com- 
plexity increased, with more offices, more audits, more lines of re- 
porting — increasing costs, obscuring communications, confusing de- 
cision-making accountability. 

Problems persisted — ^billion dollar cost overruns, delayed and 
cancelled projects, deferred maintenance, serious safety and secu- 
rity mishaps, and oversight failures at the Department, site office, 
and contractor level — all documented in this committee’s oversight. 

Three years ago, in the wake of across-the-board oversight fail- 
ures at NNSA’s Y-12 site. Congress created the Congressional Ad- 
visory Panel on the Governance of Nuclear Security Enterprise. 
The independent, bipartisan panel examined and made rec- 
ommendations concerning the management of NNSA’s nuclear op- 
erations and alternative governance models. 

Let me quote the panel’s diagnosis, released just over a year ago: 

“One unmistakable conclusion is that NNSA governance reform, 
at least as it has been implemented, has failed to provide the effec- 
tive, mission-focused enterprise that Congress intended. The nec- 
essary fixes will not be simple or quick, and they must address sys- 
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temic problems in both management practices and culture that 
exist across the nuclear enterprise.” 

That panel said the lack of sustained leadership focus on the nu- 
clear security mission contributes to virtually all the observed prob- 
lems. Other problems contributing to the failures include overlap- 
ping DOE and NNSA headquarters staffs and blurred ownership 
and accountability for the nuclear enterprise missions, and dys- 
functional relationships between mission-support staffs and be- 
tween the government and its contractors operating the sites — all 
issues very familiar to this committee. 

Today’s hearing will focus on the path to position DOE to take 
on its critical nuclear security responsibilities. A key element is to 
examine how to strengthen and sustain cabinet secretary’s owner- 
ship of the nuclear security mission and reduce bureaucratic over- 
lap. 

We have four distinguished witnesses who can outline the road- 
map for reform: the co-chairmen of the Congressional Advisory 
Panel who can explain what is necessary to cut a path forward to 
clarify roles, responsibilities and accountability, reduce duplicative 
offices, and improve the nuclear security mission. 

We will also hear from the co-chairmen of the congressionally 
chartered Commission to Review the Effectiveness of the National 
Energy Laboratories. This Commission, which released its com- 
prehensive report this past October, identified challenges across 
DOE laboratory system that relate to oversight, micro-manage- 
ment, and related problems we see most visibly in the nuclear 
weapons programs. 

In many respects, the thoughtful recommendations from these 
panels complement each other and can serve this committee as a 
guide for identifying what is necessary to address DOE governance 
and management shortcomings going forward. 

[The prepared statement of Mr. Murphy follows:] 

Prepared statement of Hon. Tim Murphy 

Today, we will begin to examine how well the Department is prepared to meet 
its responsibilities for the 21st Century. This includes what is necessary to enhance 
the performance of the department’s national laboratory system — which harbors the 
technological tools and know-how for advancing our nuclear security as well as the 
nation’s edge in important science, energy, and environmental missions. 

Indeed, a strong national laboratory system, well managed and overseen, in- 
creases the prospects for strong DOE mission performance across the board. I know 
from my own experience with the National Energy Technology Laboratory, located 
in my district, which has developed carbon capture storage technology that has al- 
lowed the nation to achieve its lowest carbon emissions rates in over two decades, 
the essential role our national laboratories can play to meet the nation’s needs. 

When it comes to the various missions for DOE none surpass in importance the 
department’s critical responsibility for maintaining the nation’s nuclear deterrent 
and technological superiority on all aspects of nuclear security. 

This morning, we will hear why enhancing and sustaining U.S. nuclear and tech- 
nological leadership is vital for confronting the complex challenges of the dangerous 
age we live in- with potential adversaries modernizing their nuclear arsenals; with 
threats of Iran, other nation-states; with emerging new nuclear technologies and 
proliferation risks. 

Unfortunately, we will also hear that efforts to place DOE’s nuclear security oper- 
ations on a sustainable track have been coming up short for decades. Part of the 
problem has been the complicated relationships through which DOE pursues its var- 
ious missions: most of its work is performed by contractors at the national labora- 
tories and production sites. 
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The benefit of this contracting approach is that it harnesses the best scientific, 
engineering, and management expertise of industry and academia; the downside is 
that it creates difficult oversight and accountability requirements-from DOE head- 
quarters to the site offices, to the contractor management, to the operators in the 
field. In our hearing last summer on a radiological incident that began at the Los 
Alamos National Laboratory, we saw a vivid example of how oversight and con- 
tractor accountability breakdowns lead to a costly, 500 million dollar incident. 

The most dramatic effort to address the management problems in the nuclear 
weapons complex occurred in late 1999. Congress, in reaction to serious security, 
project management and safety issues, created the National Nuclear Security Ad- 
ministration (NNSA) as a semi-autonomous agency within DOE aimed at focusing 
on mission oversight to improve mission performance. Yet the new agency did not 
improve oversight or accountability. In some respects, the complexity increased, 
with more offices, more audits, more lines of reporting — increasing costs, obscuring 
communications, confusing decision-making accountability. 

Problems persisted-billion dollar cost overruns; delayed and cancelled projects; de- 
ferred maintenance; serious safety and security mishaps; and oversight failures at 
the Department, site office, and contractor level-all documented in this committee’s 
oversight. 

Three years ago, in the wake of across-the-board oversight failures at NNSA’s Y- 
12 site, Congress created the Congressional Advisory Panel on the Governance of 
the Nuclear Security Enterprise. The independent, bi-partisan panel examined and 
made recommendations concerning the management of NNSA’s nuclear operations 
and alternative governance models. 

Let me quote the panel’s diagnosis, released just over a year ago: 

“One unmistakable conclusion is that NNSA governance reform, at least as it has 
been implemented, has failed to provide the effective, mission-focused enterprise 
that Congress intended. The necessary fixes will not be simple or quick, and they 
must address systemic problems in both management practices and culture that 
exist across the nuclear enterprise.” 

That panel said the lack of sustained leadership focus on the nuclear security mis- 
sion contributes to virtually all the observed problems. Other problems contributing 
to the failures included: Overlapping DOE and NNSA headquarters staffs and 
blurred ownership and accountability for the nuclear enterprise missions; and dys- 
functional relationships between line managers and mission-support staffs and be- 
tween the government and its contractors, operating the sites-all issues familiar to 
this committee. 

Today’s hearing will focus on the path to position DOE to take on its critical nu- 
clear security responsibilities. A key element is to examine how to strengthen-and 
sustain- Cabinet secretary’s ownership of the nuclear security mission and reduce 
bureaucratic overlap. 

We have four distinguished witnesses who can outline the roadmap for reform: 
the co-chairmen of the Congressional Advisory Panel, who can explain what is nec- 
essary to cut a path forward to clarify roles, responsibilities and accountability, re- 
duce duplicative offices, and improve the nuclear security mission. 

We will also hear from the co-chairman of the congressionally chartered Commis- 
sion to Review the Effectiveness of the National Energy Laboratories. This Commis- 
sion, which released its comprehensive report this past October, identifies chal- 
lenges across DOE’s laboratory system that related to oversight, micro-management, 
and related problems we see most visibly in the nuclear weapons programs. 

In many respects, the thoughtful recommendations from these panels complement 
each other, and can serve this committee as a guide for identifying what is nec- 
essary to address DOE governance and management shortcomings going forward. 

Mr. Murphy. So I thank all the witnesses for attending, and I 
now recognize the ranking member from Colorado, Ms. DeGette, for 
5 minutes. 

Ms. DeGette. Thank you, Mr. Chairman. As you have heard me 
say before, I have been on this subcommittee now for, I am in my 
20th year on this subcommittee, and unfortunately, the long view 
doesn’t improve the situation regarding the NNSA. This agency 
was created more than a decade ago as a semi-autonomous agency 
within the Department of Energy because of the systemic and com- 
plex problems that were facing the labs and a belief that by some- 
how creating this agency it would solve the problems. 
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At the time, my mentor and the former chairman, John Dingell, 
and others, cautioned that this move would not solve the complex 
management and structural issues that faced the nuclear weapons 
complex and national labs, and would likely lead to greater prob- 
lems, and lo, their prediction proved true. 

Over the course of the next decade, this very subcommittee in- 
vestigated and held hearings about the weapons labs, examining 
accidents, missing or mishandled classified materials, management 
and staff clashes, and mismanaged projects that would ultimately 
cost taxpayers hundreds of millions of dollars to fix. At one of those 
hearings. Chairman Barton said, “NNSA was a management exper- 
iment gone wrong.” 

So here we are again today looking at ongoing challenges and 
issues facing the nuclear security enterprise in national labs and, 
more specifically, organizational and structural issues affecting the 
NNSA. What is different, however, is that rather than focusing on 
any particular mishap, we now today have a highly regarded group 
of experts who have authored two major reports with recommenda- 
tions that can make the labs and the NNSA function better. 

So at the outset, gentlemen, let me thank you for the work that 
you and your colleagues have done in this undertaking. Both re- 
ports, one that focuses on the labs as a whole and one that focuses 
on reforming the NNSA, offer an exceptional blueprint on what is 
needed to improve the functioning of the labs and the NNSA. 

I am particularly interested in discussing the findings and rec- 
ommendations by the Advisory Panel on the Governance of the Nu- 
clear Security Enterprise. That panel, spearheaded by Admiral 
Mies and Mr. Augustine, concluded what many of us have long be- 
lieved: the current structure of NNSA is not working. As stated in 
the interim report, the NNSA experiment involving creation of a 
semi-autonomous organization has failed. 

Mr. Chairman, that is a sobering finding. NNSA is a critical 
agency, its weapons labs are responsible for the nation’s nuclear 
deterrent, and as the panel pointed out, this is no time for compla- 
cency. That is because as the report also concludes, nuclear forces 
provide the ultimate guarantee against major war and coercion. It 
is time that Congress really rolls up its sleeves to address the mul- 
titude of problems that we have known about for far too long but 
have failed to correct. 

The work of Mies-Augustine highlights several key areas where 
attention is needed. For example, the panel’s final report concluded 
that the relationship between line managers and mission support 
staff at NNSA is broken and is damaging the management culture 
within the agency. The panel also found that there continues to 
exist, a dysfunctional relationship between the government and the 
contractors that operate NNSA sites which has created a dysfunc- 
tional form of oversight. 

Finally, the panel concluded that the creation of NNSA as a sep- 
arately organized, quasi-independent agency within DOE is not 
working. Again, I am particularly concerned about this last finding. 
The panel closely examined the current arrangement of NNSA as 
a semi-autonomous entity within DOE. It concluded that the solu- 
tion was not to seek a higher degree of autonomy for the agency. 
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but to reintegrate it back into the DOE and place its mission on 
the shoulders of a qualified secretary. 

Mr. Chairman, this is a very important hearing. I want to thank 
you for having it. But as I said it earlier this month at the hearing 
that we had on biodefense, we can’t do justice with this topic with 
just one or two hearings. Today’s panel reports, like the bioter- 
rorism blueprint, offer us a road map for addressing the multitude 
of problems plaguing the labs and NNSA. I have seen this for 20 
years now. We can’t make progress if we don’t conduct regular 
oversight of this agency and everything that it oversees. 

So similar to our last hearing, I am asking that this panel fol- 
lows through with the recommendations before us today and con- 
ducts aggressive oversight on all of these issues that are raised in 
these reports. NNSA’s core mission is to develop and maintain the 
very tools and capabilities that keep our nation and allies secure. 
It is time we addressed these challenges, and what our panelists 
have provided to us are two of the best playbooks we have seen on 
these issues. 

I will also say, like so many of the things this panel deals with 
this is a completely bipartisan issue. And so I think what we could 
do working forward is we could really do a deep bipartisan dive 
into this. We could help implement some of these panel’s rec- 
ommendations, and if we do the result of that is increasing our na- 
tion’s security and I think that is the most important thing we 
could do. I yield back. 

Mr. Murphy. Well said. We don’t have any more opening state- 
ments on our side. Do you have any more on your side? 

Ms. DeGette. No. 

Mr. Murphy. If not, we will proceed with our panel. But I also 
want to ask unanimous consent that the members’ written open- 
ings statements are introduced into the record, and without objec- 
tion, the documents will be entered into the record. 

So I would now like to introduce the witnesses for today’s hear- 
ing. The first witness today on the panel is the Honorable Norman 
Augustine. Mr. Augustine is the retired chairman and CEO of 
Lockheed Martin. He has held positions in government, industry, 
academia, and nonprofit sector. He has been chairman of the Na- 
tional Academy of Engineering; was a 16-year member of the Presi- 
dent’s Council of Advisors on Science and Technology. Mr. Augus- 
tine is here today in his capacity as co-chair of the Congressional 
Advisory Panel on the Governance of the Nuclear Security Enter- 
prise. 

And we thank you, Mr. Augustine, for preparing your testimony 
and we look forward to your insights on these matters. 

We also want to thank Admiral Richard W. Mies. I am a ship- 
mate. I served in the Navy concurrently, and oftentimes this sum- 
mer we would stand on the deck of the USS Ronald Reagan watch- 
ing the submarine races at night. You can imagine the excitement 
of that because you are a submariner or two, right. 

He is a distinguished graduate of the Naval Academy. Admiral 
Mies completed a 35-year career as a nuclear submariner in the 
U.S. Navy and commanded the U.S. Strategic Command for four 
years prior to retirement in 2002. Admiral Mies served as co-chair 
to the Congressional Advisory Panel on the Governance of the Nu- 
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clear Security Enterprise, and we thank him for his service to our 
country and look forward to learning from your expertise today. 

Next, I would like to introduce Dr. Jared Cohon, a co-chair of the 
Commission to Review the Effectiveness of the National Energy 
Lahoratories. Dr. Cohon is also president emeritus of Carnegie Mel- 
lon University, where I have gotten to know him over the years 
and have a great deal of respect, and he currently serves as direc- 
tor of the Wilton E. Scott Institute for Energy Innovation. In 2012, 
Dr. Cohon received the national engineering award for the National 
Association of Engineering Societies, and author, co-author or edi- 
tor of more than 80 professional publications and a member of the 
National Academy of Engineering. We look forward to your testi- 
mony this morning. 

And finally, we also welcome the Honorable TJ Glauthier, a 
former deputy secretary of the Department of Energy and current 
co-chair of the congressional Commission to Review the Effective- 
ness of the National Energy Laboratories. Mr. Glauthier is presi- 
dent of TJG Energy Associates, LLC, where he is an advisor and 
board member for public and private organizations to the energy 
sector. 

During his distinguished career, Mr. Glauthier has been awarded 
medals for distinguished service from NASA, Department of En- 
ergy, and the executive office of the President and Office of Man- 
agement and Budget. We appreciate his time today, and once again 
thank all the witnesses for being here. 

As you are all aware, this committee is holding an investigative 
hearing, and when doing so has had the practice of taking testi- 
mony under oath. Do any of you object to testifying under oath? 
And seeing no objections, the chair then advises you that under the 
rules of the House and rules of the committee, you are entitled to 
be advised by counsel. Do you desire to be advised by counsel dur- 
ing your testimony today? And seeing no requests for that, in that 
case would you all please rise, raise your right hand, and I will 
swear you in. 

[Witnesses sworn.] 

Mr. Murphy. Thank you. And all the witnesses have entered 
they do, so you are now under oath and subject to the penalties set 
forth in Title 18 Section 1001 of the United States Code. 

We are going to start off with Mr. Augustine for your five-minute 
summary of your written statement. Turn the mike a little bit clos- 
er to you and watch the lights there, because when they turn red 
that means your five minutes is up. Thank you, sir. 
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STATEMENTS OF NORMAN AUGUSTINE, CO-CHAIRMAN, CON- 
GRESSIONAL ADVISORY PANEL ON THE GOVERNANCE OF 
THE NUCLEAR SECURITY ENTERPRISE; ADMIRAL RICHARD 
MIES, U.S. NAVY (RETIRED), CO-CHAIRMAN, CONGRES- 
SIONAL ADVISORY PANEL ON THE GOVERNANCE OF THE 
NUCLEAR SECURITY ENTERPRISE; JARED COHON, CO- 
CHAIRMAN, COMMISSION TO REVIEW THE EFFECTIVENESS 
OF THE NATIONAL ENERGY LABORATORIES; AND TJ 
GLAUTHIER, CO-CHAIRMAN, COMMISSION TO REVIEW T H E 
EFFECTIVENESS OF THE NATIONAL ENERGY LABORA- 
TORIES 

STATEMENT OF MR. AUGUSTINE 

Mr. Augustine. Well, Mr. Chairman and Ranking Member, 
thank you very much for this opportunity to present the results of 
the Congressional Advisory Committee on the Governance of Nu- 
clear Security Enterprise. And as you pointed out. Admiral Mies 
and I served as the co-chairs of that endeavor. 

Our report was submitted about 15 months ago. It was put to- 
gether by 12 members of our commission. It was unanimous. It 
drew upon many decades of experience of those 12 members. We 
reviewed thousands of pages of documents. We visited probably 
most of, if not all of the major facilities of the nuclear enterprise, 
and we had the benefit of a large number of witnesses that ap- 
peared before our group. 

We should state at the outset in no uncertain terms that the via- 
bility of America’s nuclear deterrent today is not questioned in any 
way. It is absolutely sound and based successfully on the efforts 
today of science based stockpile stewardship. No nation should 
question it. 

On the other hand, in spite of the enormous technical innovation 
capabilities of NNSA scientists, in spite of their contributions to 
nonproliferation efforts, in spite of the truly enormously successful 
efforts of the Naval Reactors organization of NNSA, the remainder 
of NNSA to a very large degree is highly inefficient and has been 
poorly managed for many, many years as you have stated in your 
opening remarks. 

At the time we did our work. Secretary Moniz and General Klotz 
had been here only a brief time. I would have to say they’ve made 
a great deal of progress since they took their offices, but they have 
a very long way yet to go. 

We thought it would be useful to describe four major events that 
have occurred since we submitted our report that we believe vali- 
date it further, the findings and recommendations we made. The 
first of these of course would have to be that Russia and China and 
North Korea and others around the globe have been providing con- 
vincing proof that like it or not America’s going to be in the nuclear 
deterrent business for as long as any of us can see. 

A particular concern in that regard is the deteriorating firewall 
between conventional and nuclear warfare particularly as being es- 
poused by Russia. Our nuclear deterrent forces are of the utmost 
importance in preventing strategic warfare and coercion that goes 
with it, and furthermore, our allies depend upon this nuclear um- 
brella, if you will, and should they have reason to doubt its viabil- 
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ity they may well decide to provide their own nuclear capabilities, 
further leading to nuclear proliferation. 

Secondly, the President’s nuclear negotiations with Iran and the 
deep involvement of that in those negotiations of Secretary Moniz 
and the contributions made by the laboratories of the Department 
of Energy seem to reaffirm the importance of a close tie at the cabi- 
net level of the Department of Energy given the importance of this 
issue and that this has been a very successful formula during this 
past year’s negotiations. 

Forty three percent of the DOE’s budget pertains to the nuclear 
enterprise, and that would seem to suggest to us that it’s all the 
more important that the Secretary of Energy have a background in 
nuclear matters as well as energy matters, furthermore that the 
Department be led by a person with scientific credentials and at 
the cabinet level. 

Finally, the lessons of the so-called WIPP, or the Waste Isolation 
Pilot Plant, incident tend to underscore the need for a better oper- 
ating culture in the nuclear security environment. You’re familiar 
of course that in February of 2014, a drum containing radioactive 
waste ruptured inside of the WIPP facility. The DOE’s own after- 
action review reads very much like our report did some time before 
that. There was a complex wave of responsibilities pointed out, 
lapses of leadership and accountability. I was asked by Secretary 
Chu to investigate the Y-12 incident with which you’re all familiar, 
and I found exactly the same sort of issues there. 

Finally, we would point out the need for your support in bringing 
about the reforms that are required in the NNSA endeavors. The 
words of one witness before our panel at that time said that the 
course to improve the nation’s nuclear security enterprise seems 
clear and the National Nuclear Security Administration has not 
been on it. It will only be with your strong support and the Presi- 
dent’s strong support that we will be able to solve the sorts of prob- 
lems that have been befuddling the nuclear security enterprise. 

With that Mr. Chairman, with your permission I would turn to 
my colleague Admiral Mies who would describe some of the find- 
ings and the recommendations of our committee. 

[The prepared statement of Mr. Augustine follows:] 
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Report of the Congressional Advisory Panel on the Governance of the Nuclear Security 

Enterprise 

Prepared Statement by Co-Chairman Mr. Norman Augustine 


Mr Chairman and Ranking Member, thank you for the opportunity to discuss the findings 
and recommendations of the Congressional Advisory Panel on the Governance of the Nuclear 
Security Enterprise, As you know, Admiral Rich Mies and 1 served as its co-chairmen,' 

Congress tasked our Panel to broadly examine the performance of the Nuclear Security 
Enterprise and to consider alternatives. Our report was completed about 1 5 months ago, in 
November, 2014, The Panel’s work relied on our twelve members’ decades of experience of a 
broad scope dealing with Nuclear Enterprise issues; we reviewed thousands of pages of previous 
studies; we conducted on-site visits to numerous installations; and we benefitted from the view's 
of dozens of expert witnesse.s, including officials in the Department of Energy, as well as in 
DOD, State, DHS, and the Intelligence Community, We benchmarked NNSA against proven 
management approaches used by other high-performing, high-technology organizations both in 
the private sector and in government. We appreciate the active engagement of our colleagues on 
the Panel and the candor of those we have interviewed. 

Let us state at the outset that our panel found that the current viability of our nuclear 
deterrent is not in question. And, despite the flaws in management, which were the focus of our 
work, we have found examples of succe.ss in NNSA’s endeavors. To date, Science-Based 
Stockpile Stewardship has succeeded in sustaining confidence in our nuclear deterrent. 
Extraordinary technical innovation on the part of NNSA’s scientists and engineers has produced 
dramatically increased understanding of our aging nuclear weapon stockpile. The labs and plants 
are providing solid support to non-proliferation efforts and unique expertise to the Intelligence 
Community. NNSA’s Naval Reactors organization continues to provide world class 
performance in the development and support of the most advanced naval nuclear propulsion 
systems in the world, 

' The other Panel members arc: Dr. Michael Anastasio, Admiral Kirkland Donald, U.S. Navy (ret.), Mr. T.J. 
Glauthier, The Honorable David Hob,son, Dr, Gregory Jaezko, Dr. Franklin Miller, Dr, William Schneider, Jr., The 
Honorable John Spratt, Jr,, The Honorable Ellen Tauscher, and The Honorable Heather Wilson. 
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At the same time, the governance and management structures and practices we observed 
were not on par with the quality of DOE’s technical and engineering capabilities. Serious 
management lapses over the years have undermined NNSA’s and DOE’s credibility in Congress, 
in DOD, and in the other Agencies that rely on DOE. Our findings are consistent with those of 
numerous earlier studies, and they were recently reaffirmed by the Giauthier-Cohon Panel, which 
you will also hear from today. We concluded that DOE governance practices are most certainly 
inefficient and in some instances ineffective, putting the entire Enterprise at risk over the long 
term. 

Our panel’s members were unanimous in support of the panel’s findings and 
recommendation.s — as they were in their sense of urgency for action. In a moment, my partner 
Admiral Rich Mies will discuss the specifics of our recommendations— the “New Foundations” 
for governance that we propose. But, before doing so, we both thought it important to provide 
four observations on developments in the 15 months since our report was issued. These 
developments serve to validate the panel’s thinking and they underscore the need for national 
leaders in the White House, Congress, and the Department of Energy to play their part in placing 
the governance of the Nuclear Security Enterpri.se on a solid new foundation. 

First, global events reinforce our conclusion that this is no time for complacency about the 
nuclear deterrent. 

The actions of Ru.ssia, China, North Korea, and others around the globe provide convincing 
proof that, like it or not, the US will need to remain in the nuclear deterrent business for as far as 
we can see into the future. Of particular concern is the deteriorating firewall between nuclear 
and conventional warfare, particularly as e.spoused by Russia." 


^ Regarding the anne.xation of Crimea, President Putin in March 2015 said, “(Crimea) is our historical territory. 
Russian people live there. They were in danger. We cannot abandon them. We were 
ready to do this (pul nuclear forces on alert).... !t was a frank and open position. And that 
is why ! think no one was in the mood to start a world war.’* 

NA'FO Secretary General .Jens Stoltenberg on 27 May J5 in a speech at CSIS describes the 
Alliance's concern: ’‘Russia's recent use of nuclear rhetoric, exercises and operations are 
deeply troubling. . . . Russia's nuclear saber-rattling is unjustified, destabilizing, and 
dangerous." Regarding Russia's announcement to base modern nuclear-capable missile 
systems in Kaliningrad and Russia’s claim of its right to deploy nuclear forces in Crimea, the 
Secretary Genera! said, “This will fundamentally change the balance of security in Europe." 
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America’s deterrent forces remain of utmost importance; they provide the ultimate guarantee 
against strategic warfare and coercion. Further, our allies depend on these forces and capabilities 
for extended deterrence and could well pursue their own nuclear weapon capabilities if they 
perceive the US commitment or competency to be weakening. Other countries carefully measure 
US resolve and technological might in making their own decisions about proliferation and 
nuclear force sizing. US leadership in nuclear science is something we cannot afford to lose. 

We, along with our allies, are in a complex nuclear age; with several nuclear powers 
modernizing their arsenals, new nuclear technologies emerging, and potential new actors— as 
well as regional challenges— raising significant concerns. This would be a dangerous time to 
stumble. 

Second, the President’s nuclear negotiations and agreement with Iran underscore the 
importance of having a Nuclear Security Enterprise that is led by a Cabinet Secretary— and 
one who is an accomplished technical leader with credentials in nuclear as well as energy 
matters. 

The DOE and Secretary Moniz played critical roles in the Iran negotiations. By virtue of his 
education and experience, Energy Secretary Moniz played a central role in drawing on expertise 
across the entire DOE laboratory system to provide the best possible technical support, and to 
lend deep technical credibility in the conduct of the negotiations. Behind the scenes, the active 
and effective coilaboration of a number of DOE labs was vitally important. Such coilaboration is 
equally Important to the nation, if not always visible to the public, in other areas such as High- 
Performance Computing. 

The lessons of this experience are clear: the DOE is now on the front lines for national 
security, .science, and energy technology. Fully 43 percent of its budget pertains to the nuclear 
capability of our nation. If DoE is to execute its missions effectively, the President and Congress 
must ensure the Department is provided the best possible technical and managerial leadership — 
from the Secretary down through the ranks. Given such strong, effective leadership, the 
Department must then be structured and managed to foster collaboration across the breadth of its 
science and technology fields. In our view, the desire among some to continue to isolate and 
insulate the weapons complex is moving in the wrong direction. 
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Third, the lessons from the WIPP (Waste Isolation Pilot Plant) incident underscore the 
vital need for DOE to establish an effective operating culture for the Nuclear Security 
Enterprise. 

In February 2014, a drum with radioactive waste ruptured inside the WIPP facility. Phase II of 
DOE’S after action-review (released in April 2015, following the release of our report) described 
the incident and its eauses. This review described the complex web of responsibilities associated 
with the waste disposal project — along with resulting lapses in leadership and accountability — 
resulting in missed opportunities for preventing this preventable incident. 1 should note that 1 
found similar issues with management complexity and lapses in accountability when 1 conducted 
an after-action review of the Y12 security incident for then Secretary Steven Chu. (As you’ll 
recall, this event involved a nun and two accomplices who penetrated a protected area.) The 
operations within the Nuclear Security Enterpri.se are too demanding, the consequences of failure 
too high, and the mission too important to the nation, to tolerate a management system with the 
flaws evideneed by such periodic lapses. Our panel documented the behaviors of “high- 
reliability” organizations to distill the operating principles for reforming DOE’s governance and 
management structures. Our recommendations would implement such a system as a priority. 
Fourth, the fundamental problems observed by the panel continue to dog the program: 

• A lack of sustained national leadership focus and priority, starling with the end of the 
Cold War, has undermined the foundation for nuclear enterpri.se governance and 
contributes to virtually all of the observed problems; 

• Inadequate implementation of the legislation establishing NNSA as a separately 
organized sub-element of DOE has resulted in overlapping DOE and NNSA headquarters 
staffs and blurred ownership and accountability for the nuclear enterprise missions; 

• The lack of proven management practices, including a dysfunctional relationship between 
line managers and mission-support staffs, has undermined the management eulture within 
NNSA; 

• Dysfunctional relationships between the government and its Management and Operating 
(M&O) site operators has encouraged burdensome transactional oversight rather than 
management focus on mission execution; 

• Insufficient collaboration between DOE/NNSA and their DOD weapons partners has 
generated misunderstanding, distrust, and frustration. 
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Fifth, the needed reforms of the Nuclear Security Enterprise will require national 
leadership. 

Since the panel’s report was issued, we have had a number of interactions with Secretary 
Moniz and his top management staff regarding the implementation of our recommendations. In 
all fairness, the needed reforms pose an ambitious, hands-on challenge-and the Secretary has 
had his hands full with the Iranian negotiations, the N Koreans, and other pressing matters. 
Actions have been taken to address our concerns in some areas, particularly to improve 
coordination and information sharing. Progress also has been made with the Life Extension 
Programs as well as in re-baselining the plans for the needed Plutonium and Uranium facilities. 
Despite these efforts, which arc useful and needed, the unmistakable conclusion of the panel’s 
work remains valid. In the words of one witness before our panel: 

The course to improve the nation's nuclear security enterprise seems dear. ..and the National 
Nuclear Security Administration has not been on it. 

Success is imaginable only with the strong and active engagement of a knowledgeable 
Secretary, supported by both the White House and Congress. It will take time, and considerable 
energy from those who will commit to this important cause. 

Thank you, and with your permission Admiral Mies will address our recommendations. 
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Mr. Murphy. Thank you. Your time has expired. We will now 
turn to Admiral Mies for 5 minutes. 

STATEMENT OF ADMIRAL RICHARD MIES 

Admiral Mies. Mr. Chairman and Ranking Member, let me add 
my thanks as well for giving the four of us the opportunity to tes- 
tify. I’ll try and briefly summarize the thrust of our recommenda- 
tions in each of the five areas addressed in our report. 

First, the first area is to strengthen national leadership focus, di- 
rection, and follow-through. And at the root of all the challenges 
faced by the nuclear enterprise, frankly, is the loss of focus on the 
nuclear mission since the end of the Cold War. Bluntly stated, nu- 
clear weapons have become orphans in both the executive and leg- 
islative branches. And this lack of senior leadership attention has 
resulted in public confusion, congressional distrust, and a serious 
erosion of advocacy, expertise, and proficiency across the enter- 
prise. Sustained national leadership attention is needed to rebuild 
the foundation. 

Hence, our panel recommends first that the President adopt a 
number of new mechanisms designed to provide oversight and 
guidance to direct and align nuclear security enterprise-wide poli- 
cies, plans, programs and budgets across the departments. Addi- 
tionally, our panel recommends that Congress establish new mech- 
anisms to strengthen and unify its oversight of the enterprise. Such 
efforts should seek improved coordination across missions as well 
as between authorizers and appropriators and thus better syn- 
chronize the work of multiple subcommittees. These recommenda- 
tions include adding the Senate Armed Services Committee ap- 
proval to the confirmation and reporting requirements for both the 
Secretary and Deputy Secretary of Energy. 

Our second area is to solidify cabinet secretary ownership of the 
mission. Again as has been previously stated, despite the intent of 
the NNSA Act to create a separately organized NNSA within DOE, 
the act as implemented has failed to achieve the degree of clarity 
in enterprise roles and mission ownership. 

In retrospect, this should come as no surprise. No cabinet sec- 
retary could be expected to relinquish control over a mission that 
constitutes over 40 percent of his department’s budget, a mission 
that involves significant environmental safety and security risks, 
and a mission that produces a capability critical to our national se- 
curity — a capability for which he or she is personally responsible to 
annually certify its safety, security and performance to the Presi- 
dent. 

In its deliberations, the panel explored a range of organizational 
options including the status quo and an independent agency, and 
we concluded that these were clearly inferior to placing the respon- 
sibility and accountability squarely on the shoulders of the sec- 
retary. Hence, our recommendations are designed to clarify the sec- 
retary’s responsibilities for all of DOE’s missions and to clear away 
the redundancies, confused authorities and weakened account- 
ability that have resulted in the attempt to implement a separately 
organized NNSA within DOE. 

To achieve the right leadership structure, a cabinet secretary 
who sets policy and then an operational director who’s empowered 
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to implement the policy, our panel recommends amending rather 
than appealing the NNSA Act to replace the separately organized 
NNSA with a new office, an Office of Nuclear Security within the 
Department. 

Additionally, we recommend that the secretary establish a man- 
agement structure that aligns and codifies roles, responsibilities, 
authority, and accountability across DOE and eliminates redun- 
dant and overlapping DOE and NNSA staffs. And finally, we rec- 
ommend that the secretary and director do a comprehensive reform 
of DOE regulations to strengthen risk management and adopt ac- 
cepted industry standards where appropriate. 

In the third area, we focus on adoption of proven management 
practices to build a culture of performance, accountability and 
credibility. And as our report describes, NNSA is an organization 
with many pockets of talented technically competent people oper- 
ating within a dysfunctional culture. Our panel identified a number 
of management best practices based on high performing benchmark 
organizations that if implemented could bring about the needed re- 
form, and prominent among them are a capable, empowered leader- 
ship with well defined roles and responsibilities. 

Our panel’s recommendations include adoption of industry best 
practices, strengthening program management and cost estimating 
expertise, simplification of budget controls, and development of a 
comprehensive plan to reshape the weapons complex and work- 
force. In the fourth area, we seek to maximize the contributions of 
the M&O organizations to perform a safe and secure mission execu- 
tion. 

Again that open collaboration and mutual trust that has histori- 
cally existed has eroded over the past decade to an arm’s length, 
customer to contractor and occasionally adversarial relationships, 
so our panel recommends a major reform of those relationships con- 
tinuing on steps already begun by the current administration. 

And finally, fifth, the fifth area is to strengthen partner collabo- 
ration to rebuild trust and a shared view of mission success. 
There’s been a tremendous loss of credibility and trust with other 
stakeholders, primarily DoD and Congress, through insufficient 
communications, collaboration, and transparency. The enterprise 
can’t succeed if they aren’t aligned on major goals and priorities. 
So our panel recommends stronger collaboration between the Secre- 
taries of Energy and Defense to foster better alignment and to 
strengthen the Nuclear Weapons Council and to increase the role 
of that Council in the drafting of Presidential guidance and an an- 
nual assessment to the NNSA. 

I apologize for running over. In conclusion, there is little new in 
our panel’s report. We inherited approximately 50 past studies and 
reviews of DOE and NNSA that reached very similar findings and 
recommendations regarding cultural, personnel, organizational, pol- 
icy, and procedural challenges that have historically existed within 
the DOE and now NNSA. And many of these continue to exist be- 
cause of a lack of clearer accountability, excessive bureaucracy, or- 
ganizational stovepipes, lack of collaboration, and unwieldy, cum- 
bersome process. 

What DOE and NNSA need are robust, formal mechanisms to 
evaluate findings, assess underlying root causes, analyze alter- 
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native courses of actions, formulate appropriate corrective action, 
and effectively implement enduring change. 

Let me just emphasize that our panel’s findings and rec- 
ommendations emphasize the need for cultural change rather than 
simple organizational ones. I personally believe it was naive of 
Congress to think that by simply creating NNSA as a semi-autono- 
mous organization they could legislate an enduring solution with- 
out addressing the more fundamental, underlying cultural prob- 
lems. I believe we have a unique opportunity now under Secretary 
Moniz. He’s an individual well qualified in national security with 
previous DOE experience who cares passionately about the nuclear 
security mission and who’s surrounded by an exceptionally strong 
leadership team. 

What is not needed is a congressional mandate for more studies. 
What we really need is congressional support to help enable Sec- 
retary Moniz to make the bold and decisive changes that are nec- 
essary so those changes can be institutionalized beyond his tenure. 
Thank you for your time. 

[The prepared statement of Admiral Mies follows:] 
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Report of the Congressional Advisory Panel on the Governance of the Nuclear Security 

Enterprise 

Prepared Statement by Co-Chairman, Admiral Richard Mies, U.S. Navy (Retired) 


Mr Chairman and Ranking Member, let me add my thanks as well for giving the 
four of us the opportunity to testify. My remarks are intended to provide some 
specifics on our panel's recommendations within the context of my Co-Chair's overall 
characterization of the health surrounding the Enterprise. I will summarize the thrust 
of our recommendations in each of the five major areas addressed in our report. In 
sum, we had 19 major recommendations with a number of specific action items 
associated with each recommendation. A table summarizing the panel's 
recommendations is attached. 

First; Strengthen National Leadership Focus, Direction, and Follow-Through 
(Recommendations 1 and 2) 

At the root of the challenges faced by the nuclear enterprise is the loss of focus on 
the nuclear mission since the end of the Cold War. Every aspect of the enterprise is 
colored by the fact that, bluntly stated, nuclear weapons have become orphans in both 
the Executive and Legislative branches. This lack of senior leadership attention-both 
civilian and military-has resulted in public confusion. Congressional distrust and a 
serious erosion of advocacy, expertise, and proficiency across the nuclear security 
enterprise. As Norm said earlier, there are recent signs of positive change— and 
sustained national leadership attention is needed to build a new foundation for the 
enterprise. 
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Our panel recommends that the President adopt a number of new mechanisms 
designed to provide oversight and guidance to direct and align nuclear security 
enterprise-wide policies, plans, programs and budgets across Departments. Annual 
joint OMB budget reviews and joint NSC program reviews, for example, would provide 
mechanisms for better aligning DOE and DOD programs, policies, and budgets. 

Additionally, our panel recommends that Congress establish new mechanisms to 
strengthen and unify its leadership and oversight of the nuclear enterprise and its 
missions. Such efforts should seek improved coordination across missions as well as 
between authorizers and appropriators and thus better synchronize the work of 
multiple subcommittees to provide a more focused jurisdiction. These 
recommendations include adding the Senate Armed Service Committee approval to the 
confirmation and reporting requirements for both the Secretary and Deputy Secretary 
of DOE. 

Second: Solidify Cabinet Secretary Ownership of the Mission 
(Recommendations 3-5) 

Despite the intent of the NNSA Act to create a separately organized NNSA within 
DOE, the Act as implemented has failed to achieve the degree of clarity in enterprise 
roles and mission ownership. In retrospect this should come as no surprise: no Cabinet 
Secretary could be expected to relinquish control over a mission that constitutes over 
40% of the Department's budget; a mission that involves significant environmental, 
safety, and security risks, associated with potential management failures; and a mission 
that produces a capability critical to our national security— a capability for which he or 
she is personally responsible to annually certify its safety, security, and performance to 
the President. The panel explored a range of organizational options, including the 
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status quo and an independent agency, and concluded that these were dearly inferior to 
placing the responsibility and accountability squarely on the shoulders of the Secretary. 

Hence our recommendations are designed to clarify the Secretary's responsibilities 
for all of doe's missions, and to clear away the redundancies, confused authorities, and 
weakened accountability that have resulted in the attempt to implement a "separately 
organized" NNSA within DOE. To achieve the right leadership structure— a Cabinet 
Secretary who sets policy and an operational Director who is empowered to implement 
the policy— the panel recommends amending, rather than repealing the NNSA Act to 
replace the "separately-organized" NNSA with a new Office of Nuclear Security (ONS) 
within the Department. ONS would be charged with performing the missions currently 
performed by NNSA. 

Central to this reform is to establish the Director of ONS as the unquestioned line- 
management authority for safe, secure, and environmentally responsible nuclear 
security mission execution. Our report outlines an approach that would provide for the 
sustained leadership necessary to bring needed continuity and mission focus to the 
enterprise. 

Additionally we recommend that the Secretary establish a management structure 
that aligns and codifies roles, responsibilities, authority and accountability across DOE 
and eliminates redundant and overlapping DOE and NNSA staffs. 

Finally we recommend that the Secretary and Director reform DOE regulations to 
strengthen risk management, adopt accepted industry standards where appropriate, 
and improve DOE's ability to interact with and respond to the Defense Nuclear 
Facilities Safety Board, 
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Third: Adopt Proven Management Practices to Build a Culture of Performance, 
Accountability, and Credibility 

(Recommendations 6-13) 

As our report describes, DOE/NNSA is an organization with many pockets of 
talented, technically competent people operating within a culture that lacks a unifying 
focus on mission deliverables, is risk averse, has poorly defined chains of command, 
lacks strong career development programs, and has an inflexible budget structure that 
impedes mission execution, A major overhaul is needed to transform the organization 
into one with a mission-driven management culture. 

Our panel identified a number of management best practices, based on high- 
performing benchmarked organizations that, if implemented effectively, would bring 
about the needed reforms. Prominent among them are a capable, empowered 
leadership with well-defined roles and responsibilities; clear plans with careful analysis 
of the resources needed to succeed; a clear line-management structure; strong program 
managers focused on mission deliverables; effective communications; a focus on 
conveying effective incentives to mission partners; and clear accountability. 

The panel's recommendations include adoption of industry best practices; 
strengthening program management and cost estimating expertise, tools and 
procedures; simplification of the budget and accounting controls; and development of a 
comprehensive plan to reduce the deferred maintenance backlog and reshape the 
weapons complex and workforce to meet future needs. 

Fourth; Maximize the Contributions of the Management and Operating (M&O) 
Organizations to the Safe, Secure Execution of the Mission 

(Recommendations 14-17) 
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The open communication, close collaboration, and mutual trust that historically 
existed between the M&Os and Federal officials have eroded over the past two decades 
to an arm's length, customer-to-contractor and, occasionally, adversarial relationship. 
In the case of the laboratories, this has led to a significant loss in their contributions, 
contributions which in the past stemmed from the strength of the special Federally 
Funded Research and Development Center (FFRDC) relationship. 

Our panel recommends a major reform of the government-M&O relationships, 
building on steps already begun by the current leadership. Award fees have diverted 
substantial energy and resources from mission execution; these fees should be replaced 
by fixed fees that fairly compensate the M&O organizations for their investments in the 
enterprise and for both their financial and reputational risks. Contract term extensions 
should be the main vehicle used to encourage M&O performance. DOE must define a 
collaborative relationship that attracts the best performers and emphasizes taking full 
advantage of the M&Os' ability to provide skilled personnel and strong management 
cultures, as well as proven systems, processes, and practices for effective and efficient 
mission execution. In order to rebuild trust and credibility, our panel recommends that 
the Secretary and Director take action to better standardize contract provisions where 
appropriate, eliminate wasteful and ineffective transactional oversight through reform 
of the field office staffing levels and procedures, and reduce the number of audits, 
inspections, and formal data calls and better synchronize those that remain. 

And finally, fifth: Strengthen Partner Collaboration to Build Trust and a Shared 
View of Mission Success 

(Recommendations 18 and 19) 

DOE/NNSA has suffered a loss of credibility and trust with other nuclear security 
enterprise stakeholders, primarily DOD and Congress, through insufficient 
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communications, collaboration, and transparency. The nuclear security enterprise 
cannot succeed if participants are distrustful of one another and are seen to be divided 
on major goals and priorities. Our panel recommends stronger collaboration between 
the Secretaries of Energy and Defense to foster better alignment of the planning, 
resourcing, sustainment and modernization of DOE's nuclear weapon programs with 
DOD's strategic deterrent delivery system programs. Our recommendations include 
actions to strengthen the role of the Standing and Safety Committee that supports the 
Nuclear Weapons Council and to increase the role of the Nuclear Weapons Council in 
the drafting of Presidential guidance and in an annual assessment to the NSC on the 
nuclear security enterprise's progress on meeting Presidential guidance. 


In conclusion, there is little new in our panel's report. We inherited approximately 
50 past studies and reviews of DOE/NNSA. Of greatest concern, our panel found that 
many of the past studies and reviews of DOE/NNSA reached similar findings and 
recommendations regarding the cultural, personnel, organizational, policy and 
procedural challenges that have historically existed within DOE and now NNSA. Many 
of these continue to exist because of a lack of clear accountability, excessive 
bureaucracy, organizational stovepipes, lack of collaboration, and unwieldy, 
cumbersome processes. What is needed within DOE/NNSA are robust, formal 
mechanisms to evaluate findings, assess underlying root causes, analyze alternative 
courses of action, formulate appropriate corrective action, gain approval, and effectively 
implement enduring change.' As a sign of Secretary Moniz's commitment to that end, 
he has asked Dick Meserve and me to co-chair a sub-panel of the Secretary's Advisory 
Board to assess progress on the Department's response to the findings and 

' Fifteen months ago, our report concluded that reasonably prompt action would lead to measurable 
progress in a matter of months; we identified a number of specific indicators to expect. The Panel's final 
recommendation was to conduct follow-on reviews to assess the status of reform progress. 
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recommendations of our reports. 

Our panel's findings and recommendations emphasize the need for cultural changes 
rather than simply organizational ones. I personally believe it was naive of Congress to 
think that by simply creating NNSA as a semi-autonomous organization they could 
legislate an enduring solution without simultaneously encouraging DOE to address the 
more fundamental, underlying cultural problems.^ 

We concluded that lasting reform requires aggressive action and sustained 
implementation in all five of the aforementioned areas. But, national leadership 
engagement is really the common theme. Governance reform within DOE/NNSA is a 
daunting challenge. But there is also a unique opportunity under Secretary Moniz— an 
individual well qualified in national security, with previous DOE experience, who cares 
passionately about the nuclear security mission, and is surrounded by an exceptionally 
strong leadership team. What is not needed is a Congressional mandate for more 
studies. What is needed is Congressional support to help enable Secretary Moniz to 
make the bold and decisive cultural changes needed so they can be institutionalized 
beyond his tenure. 

Thank you for your time and we look forward to your questions. 


^ As I wrote in a previous report: “Committed, well trained, and experienced people can overcome organizational 
detlciencies; but no organizational improvements can overcome uncommitted, poorly trained, or inexperienced 
people. “ 
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Table of Recommendations 


strengthen National Leadership Focus, Direction, and Follow-Through 


1. The President should provide guidance and oversight sufficient to direct and align nuclear security 
policies, plans, programs, and budgets across Departments. 

1.1 The President should reaffirm the importance of the mission and aiign DOE&NS and DOD priorities 
through an expanded President's annual stockpile guidance. 

1.2 The President should require annual 0MB joint budget reviews to shape and align DOE&NS and DOD 
programs and budgets. 

1.3 The President should require annual NSC joint program reviews to shape and align DOE&NS and DOD 
programs and policies. 


Z. Congress should establish new mechanisms to strengthen and unify its leadership and oversight of the 
nuclear enterprise and its missions. 

2.1 Congress should add Senate Armed Services Committee approval to the confirmation and reporting 
requirements for the Secretary and Deputy Secretary of DOE&NS (and continue to have the Director, 
ONS be approved by the Senate Armed Services Committee). 

2.2 Congress should require the Secretary to testify annually on the health of the enterprise, and on 
progress in reforming its governance, to the Senate Energy and Natural Resources and Senate Armed 
Services Committees, and to the House Energy and Commerce and House Armed Services Committees. 

2.3 Congress should implement information sharing and collaboration mechanisms to unify and strengthen 
its mission-focused oversight across cognizant committees and to better harmonize direction and 
oversight across the enterprise's mission areas. 


Solidify Cabinet Secretary Ownership of the Mission 


3. Congress should amend the NNSA Act and related legislation to clarify Departmental leadership roles. 

• The Secretary "owns" the nuclear enterprise missions, sets Departmental policy for the nuclear 
enterprise, and is accountable to the President and Congress for the enterprise. 

• The Director, Office of Nuclear Security (ONS) has full authority to execute the nuclear enterprise missions 
consistent with the Secretary's policy. 

• Departmental mission-support staffs advise and assist the Director in executing enterprise missions. 

3.1 The amended legislation should specify the Secretary's leadership responsibilities and define duties that 
underscore the Secretary's accountability for the nuclear enterprise and its missions. 

3.2 The amended legislation should create the Office of Nuclear Security (ONS) within the Department to 
perform the missions currently assigned to NNSA. 

3.3 The amended legislation should designate a Director, Office of Nuclear Security with full authority to 
execute nuclear enterprise missions under the policy direction of the Secretary. The Director should 
have tenure of at least six years, be compensated at the rate of Executive Schedule Level 11, and hold the 
Departmental rank of a Deputy Secretary or Under Secretary. 


The panel recommends the Director hold either the rank of Deputy Secretary or Under Secretary, but did 
not agree on a specific rank. 
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3.4 The amended iegislation should assign risk acceptance authority and accountability to the Director for 
ONS mission execution, 

3.5 The amended legisiation should grant the Director authority to appoint senior officials in ONS, including 
the conversion of three Senate-confirmed direct-report positions {Principal Deputy, Assistant Secretary 
for Defense Programs, and Assistant Secretary for Non-Proliferation Programs) to Senior Executive 
Service or Excepted Service positions. 

3.6 The amended legislation should emphasize the importance of the nuclear enterprise missions, by 
changing the name of the Department to the "Department of Energy and Nuclear Security." 


4. The Secretary should implement Departmental management processes that specify the Director's 
authorities for executing nuclear enterprise missions. These authorities include: 

• Line management authority for the safe, secure, and environmentally responsible execution of nuclear 
security missions 

• Management authority for mission-support staffs assigned to the Office of Nuclear Security 

• Concurrence authority for Departmental rulemaking on ONS matters 

4.1 The Secretary should establish decision-making practices among the senior headquarters staffs that 
codify the Director's authority to execute the nuclear security missions consistent with the Secretary's 
policies. 

4.2 The Secretary should establish a matrix management structure that 

• Aligns and codifies roles, responsibilities, authority, and accountability 

• Specifies the Director's leadership authority over line-management and mission-support ("functional") 
staffs assigned to ONS 

• Eliminates overlapping headquarters staffs 

4.3 The Secretary should adopt processes defining the Director's role in ensuring applicable DOE&NS policies, 
rules, and orders are compatible with the operating circumstances of the nuclear security enterprise. 

4.4 The Secretary should designate those senior headquarters positions that have line-management decision 
authorities and those that are responsible for mission-support functions. 


5. The Secretary and Director should reform DOE regulation to strengthen risk management. 

5.1 The Secretary should strengthen the Department's analytical expertise and processes for assessing risks, 
especially for nuclear and other high-hazard functions. 

5.2 The Secretary should direct a comprehensive review and reform of the Department's ES&H and Security 
Orders and Directives to reflect best industry practices. 

5.3 The Secretary (with Congressional concurrence) should establish a mechanism to improve the 
Department's ability to respond to inquiries, findings, and recommendations of the Defense Nuclear 
Facilities Safety Board. 
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Adopt Proven Management Practices to Build a Culture of Performance, Accountability, and V 

Credibility 


6. To begin reforming the DOE&NS culture, the Secretary and Director should develop within six months a 
plan for continuous management learning and improvement, including an implementation plan for the 
panel's recommendations with milestone target dates. 

6.1 The Secretary and Director should urgently develop a more robust, integrated DOE&NS/ONS-wide 
process to provide accountability and follow-up on findings and recommendations from studies and 
reviews, both internal and external. 

6.2 The Secretary and Director should establish management metrics for assessing and improving enterprise 
management. 

6.3 The Secretary and Director should routinely survey personnel to gauge morale, assess cultural changes, 
and identify the results of efforts to change management practices. 

6.4 The Secretary and Director should aggressively communicate reform plans and objectives. 


7. The Secretary and Director should implement industry best practices for shaping and building the 
enterprise workforce. 

7.1 The Secretary and Director should establish strong career and leadership development programs, 
require rotational assignments, and place greater emphasis on continuing education and professional 
certifications. 

7.2 The Secretary and Director should reshape staffs as needed to implement governance reforms. 

7.3 The Secretary and Director should conduct a zero-based personnel review to right-size government 
staffs consistent with recommended reforms and changing workload since the end of the Cold War; this 
review should include the consolidation of headquarters activities across DOE&NS's Forresta! 
headquarters, the Germantown campus, and the Albuquerque complex. 


8. The Secretary should establish trusted Cost Analysis and Resource Management staffs, tools, and data; 
the Director should be responsible for this process in ONS. 

8.1 The Secretary and Director should strengthen the Department's efforts to develop independent cost and 
resource analysis capabilities. 

8.2 The Secretary and Director should employ a rigorous Analyses of Alternatives process during program 
formulation as the basis for assessing and validating program requirements. 

8.3 The Secretary and Director should take advantage of established DOD resource analysis capabilities in 
establishing DOE's cost analysis and resource management capabilities. 


9. The Director should establish a simple, clear line-management operating structure that both synchronizes 
activities across programs, mission-support functions, and operating sites and provides leadership focus 
for key programs. 

9.1 The Director should create operational mechanisms to perform the key synchronization functions that 
used to be performed by the Albuquerque Operations Office. 

9.2 Deputy Directors should be designated to lead in the integrated planning and execution of programs in 
their mission areas of responsibility. 

9.3 The Deputy Director responsible for Life Extension Programs, working with DOD, should create a long- 
term operating plan to support the nation's warhead modernization strategy; this plan should be 
designed to create a relatively stable, long-term workload. 
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10. The Director should establish program managers who are provided necessary authorities and resources, 
and who are held accountable for major mission deliverables. 

10.1 The Director, in coordination with the responsible Deputy Director, should designate program managers 
for each Life Extension Program and major construction project. 

10.2 Program managers should be held accountable to employ effective management practices. 

10.3 The Director should delegate to the program managers control of any funds identified as uniquely 
required to execute their programs. 

10.4 The Director should delegate control over personnel assigned to their programs to the program 
managers. 


11. The Congress, Secretary, and Director should adopt a simplified budget and accounting structure (by 
reducing budget control lines) that aligns resources to achieve efficient mission execution while providing 
sufficient visibility to enable effective management oversight. 

11.1 Congress should reduce the number of Congressional budget control lines to the number of major 
programs plus major mission-support functions. 

11.2 The Director should reduce ONS's internal budget control lines to the minimum number needed to 
assign funding for major programs and mission-support activities across the sites. 

11.3 infrastructure funding that is uniquely required for the execution of Life Extension Programs should be 
integrated into the portfolio of the Deputy Directorfor Defense Programs. 


12. The Director should develop a strategy and plan to reshape the weapons complex to meet future needs. 

12.1 The Director should ensure that the strategy and plan identify and address the deferred maintenance 
backlog. 

12.2 The Director should ensure that the strategy and plan match (and, in many cases, reduce) the 
infrastructure needed to meet requirements. 

12.3 The Director should ensure that the strategy and plan identify investments in the needed skills in the 
workforce. 

12.4 The Director should ensure that the strategy and plan specify investments In capabilities, including the 
sites' use of internally directed research and development. The panel recommends Laboratory Directed 
Research and Development (LORD) funding of no less than 6 percent, which is needed to sustain 
leadership in nuclear science, engineering, and manufacturing. 


13. The Secretary and Director should continue ongoing efforts to improve construction project management 
capabilities (at all levels) by introducing disciplined management practices in order to recapitalize 
infrastructure on time and on budget. 

13.1 The Director should strengthen infrastructure project management skills, tools, and the collection and 
analysis of data. 

13.2 The Director should build on recent efforts to adopt best practices for managing infrastructure projects, 
especially the use of externa! peer review. 

13.3 The Secretary and Director should hold managers accountable for adopting the effective practices 
detailed in the Department's directive on project management (Order 413), consistent with the 
principles provided in 0MB Circular A-11 in infrastructure projects. 
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Maximize the Contributions of the Management and Operating (M&O) Organizations to the 
Safe, Secure Execution of the Mission 


14. The Director should reform M&O contracts, replacing the award fee structure with fixed fees for longer 
(multi-year) award terms and linking performance incentives to the contractual period of performance. 

14.1 The Director should adopt market-based fixed fees for new M&O contracts commensurate with M&O- 
borne risks, M&O investments in the enterprise, and the scale of the undertaking. 

14.2 Where practicable, the Director should convert existing contracts to similar fixed fee arrangements. 

14.3 The Director should base decisions to extend an M&O contract's period of performance primarily on 
contributions to mission performance; unsatisfactory performance should lead to early termination. 

14.4 The Director should seek greater standardization of contract provisions across similar entities. 


15. The Secretary and Director should reinforce the M&O parent organizations' obligations to contribute to 
enterprise management improvement initiatives. 

15.1 The Director should create collaborative mechanisms to strengthen the joint contributions of the M&O 
organizations in improving the effectiveness and efficiency of enterprise operations. 

15.2 The Director should task M&O organizations to identify and assess management improvement 
opportunities, both for mission execution and for mission-support functions. 


16. The Secretary and Director should eliminate wasteful and ineffective transactional oversight. 

16.1 The Secretary and Director should direct a reduction in the number of audits, inspections, and formal 
data calls, and better synchronize those that remain. 

16.2 The 5ecretary and Director should eliminate transactional oversight in areas where there are better 
mechanisms for certifying contractor performance, to include reform of the field office's staffing levels 
and performance criteria. 


17. The Secretary, Director, and the National Laboratory Directors should adopt management practices that 
serve to rebuild the strategic Government-f^FROC relationship. 

17.1 The Secretary and Director should continue to reinvigorate the strategic dialog with the Laboratory 
Directors. 

17.2 Leaders in both the government and M&Os should prescribe and enforce behaviors that rebuild 
credibility and trust 

17.3 The appropriate government officials (e.g.. Deputy Directors, program managers) should meet at least 
monthly with the M&O leadership, and preferably have daily informal interactions. 
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strengthen Customer Collaboration to Build Trust and a shared View 
of Mission Success - 

18. The Secretary should collaborate with the Secretary of Defense to better align the planning, funding, and 

execution of sustainment and modernization programs for nuclear weapons and their supporting 

infrastructure with DOD's delivery platforms. 

18.1 The Department Secretaries should direct activities that foster collaboration and communications 
among the principals and staffs supporting the Nuclear Weapons Council (NWC). 

18.2 The Department Secretaries, supported by the chairman and members of the NWC, should reinvigorate 
its working-ieve] elements, 

18.3 The Department Secretaries should establish transparent information sharing mechanisms and increase 
direct staff collaboration on a daily basis to address persistent communications and trust issues. 

18.4 The Department Secretaries should confer on each Department's proposed co-chair to the Standing and 
Safety Committee (SSC), which reports to the NWC. 

18.5 The Department Secretaries should involve the NWC in drafting and reviewing the annual assessment to 
the NSC of progress on meeting Presidential guidance. 

18.6 The Director should strengthen the roles, responsibilities, and accountability of the senior military 
officer assigned to ONS in order to improve DOE&NS-DOD collaboration. 


19. The Secretary and Director should align and streamline processes for collaboration with Interagency 
customers. 

19.1 The Secretary, working through the Mission Executive Council, should improve coordination for planning 
and executing interagency Work. 

19.2 The Mission Executive Council should annually conduct a review of the execution of Interagency Work 
across the nuclear security enterprise to identify improvement opportunities in working relationships, 
collaborative mechanisms, and management practices. 
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Mr. Murphy. I thank the gentleman. Because you are an admiral 
and not a commander I let you run over for a few minutes. 

Dr. Cohon, I think you are going to testify for both yourself and 
on behalf Mr. Glauthier, so you are recognized now for your testi- 
mony. 

STATEMENT OF JARED COHON 

Mr. Cohon. I will indeed. Thank you, Mr. Chairman. And my 
understanding is I’ll be granted 10 minutes since I’m speaking on 
behalf of both of us? 

Mr. Murphy. Yes. 

Mr. Cohon. Thank you. Well, good afternoon. Chairman Murphy, 
Ranking Member DeCette, Vice Chairman McKinley, other mem- 
bers of the subcommittee, and others interested in the national en- 
ergy laboratories. We’re very pleased to be here to discuss the final 
report of the Commission to Review the Effectiveness of the Na- 
tional Energy Laboratories. 

Congress created the Commission in the fiscal year 2014 Appro- 
priations Act. The President’s Council of Advisors on Science and 
Technology, or PCAST, developed a list of potential nominees, and 
the Secretary of Energy selected the nine commissioners from that 
list. The two of us, TJ and I, served as the co-chairs of the Commis- 
sion for almost 18 months. We were privileged to serve with an 
outstanding group of commissioners with strong backgrounds in 
the science and technology enterprise of this nation. 

We’re pleased that it was a consensus report. We received excel- 
lent cooperation and support from DOE, other relevant congres- 
sional committees, the White House, the national laboratories 
themselves, and many others. During the course of our work we 
visited all 17 national laboratories, heard from 85 witnesses in 
monthly public hearings in the field and here in Washington, and 
reviewed over 50 previous reports on this topic from the past four 
decades. 

We entitled our report, “Securing America’s Future: Realizing the 
Potential of the National Energy Laboratories.” Our overall finding 
is the national laboratory system is a unique resource that brings 
great value to the country in the four mission areas of the DOE: 
nuclear security, basic science research and development, energy 
technology research and development, and environmental manage- 
ment. However, our national lab system is not realizing its full po- 
tential. 

Our Commission believes that can be changed. We provide 36 
recommendations that we believe, if adopted, would help the labs 
become more efficient and effective and have even greater impact, 
thereby helping secure America’s future in the four mission areas 
of the DOE. Our most fundamental conclusions deal with the rela- 
tionship between the DOE and the national labs. We find that the 
trusted relationship that is supposed to exist between the federal 
government and its national labs is broken and is inhibiting per- 
formance as you just heard from Admiral Mies. We note that the 
problems come from both sides, the labs and the DOE. 

We want to be clear though. We want to emphasize that this sit- 
uation is not uniform across the labs. In particular, the labs that 
are overseen by the Office of Science generally have a much better 
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relationship with the DOE than do those in other program offices. 
Many of our recommendations address this fundamental problem. 
We conclude that the roles need to he clarified and reinforced, 
going back to the formal role of the labs as federally funded re- 
search and development centers. Under this model, the two parties 
are supposed to operate as trusted partners in a special relation- 
ship with open communication. 

DOE should be directing and overseeing its programs at a policy 
level specifying what its programs should achieve. The labs for 
their part should be responsiWe for determining how to carry out 
and to achieve what the DOE has identified. In doing so, the labs 
should have more flexibility than they do now to implement those 
programs without needing as many approvals from DOE along the 
way. In return of course, the labs must operate with transparency 
and be fully accountable for their actions and results. 

This flexibility, in our view, should be expanded significantly in 
areas such as the ability to manage budgets with fewer approval 
checkpoints; managing personnel compensation and benefits; enter- 
ing into collaborations with private companies including small busi- 
nesses without having each agreement individually approved and 
written into the lab’s contract; building office buildings on sites 
that are not nuclear, not high hazard and not classified; conducting 
site assessments that are relied upon by DOE and others to mini- 
mize redundant assessments; and sending key personnel to profes- 
sional conferences to maintain DOE’s work in leading edge science 
and for their professional development. 

In the congressional charge to us, we were asked to examine 
whether there was too much duplication among the national lab- 
oratories. We looked into this in detail and have included two rec- 
ommendations in this area. The first regards the NNSA labora- 
tories, where we conclude that it is important to the nation’s nu- 
clear security that the two design labs and their capabilities con- 
tinue to be maintained in separate and independent facilities. 

The second recommendation in this area regards the way the De- 
partment manages through the life cycle of R&D topics from con- 
ception to maturity. In our view, the DOE does a good job of en- 
couraging multiple lines of inquiry into the early discovery stages 
of new subjects and they’re good at using expert panels and stra- 
tegic reviews to manage mature programs. However, at the in-be- 
tween stages, the Department needs to assert its strategic over- 
sight role earlier and more forcefully to manage the laboratories as 
a system in order to achieve the most effective and efficient overall 
results. 

Let me turn to some of our recommendations for how we believe 
Congress can help to improve the performance of our national labs. 
We’d like to cite four in particular here in our opening statement. 
First, we conclude that the Laboratory Directed Research & Devel- 
opment, or LDRD, is vitally important to the labs’ ability to carry 
out their missions successfully, and we recommend that Congress 
restore the cap on LDRD funding to the functional level that it was 
historically up until the year 2006. 

Second, to support strong collaboration between businesses and 
the national laboratories. Congress may need to take action to clar- 
ify that the labs have sufficient authority to enter into CRADAs 
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and other forms of collaboration with domestic companies without 
DOE approval of each one. 

Third, we urge Congress to continue to recognize the importance 
of the role of national labs in building and operating user facilities 
for use by a wide range of researchers in universities, other federal 
agencies and the private sector. 

Fourth, there does seem to be a serious shortfall in funding for 
facilities and infrastructure at the national labs. However, the 
scope and severity of that shortfall are not well defined. We rec- 
ommend that the Congress work closely with DOE and 0MB to 
agree, first, upon the size and the nature of the problem, and then 
upon a long term plan to resolve it through a combination of addi- 
tional funding, policy changes and new innovative financing mecha- 
nisms. 

We’d especially like to highlight our final recommendation. We 
found that in our past four decades there have been over 50 pre- 
vious commissions, panels, and studies on the national labs, as you 
know well. It’s our view that Congress and the Administration 
would be better served by some sort of standing body of experi- 
enced people who could provide perspective and advice on issues re- 
lating to the national laboratories without having to create new 
commissions or studies every time. 

Since releasing our report in late October, we’ve been very inter- 
ested in what actions DOE is taking to follow up on our findings 
and recommendations. We’re encouraged that Secretary Moniz and 
the current lab directors seem truly committed to reforming the re- 
lationship between DOE and the national labs to restore trust and 
transparency. In the past few days, the secretary has sent to Con- 
gress his response to our report. Overall, he is quite supportive of 
our recommendations and he and his staff have provided a very 
thoughtful and detailed explanation of actions they have taken and 
are taking in a continuing way in every area of our report. 

We the Commission are encouraged by these actions and inten- 
tions, but we recognize, as do you, the problems that the labs have 
developed over many years and they won’t be reversed quickly. We 
urge the Congress to support all of the efforts that the secretary 
and future secretaries have taken and will take, and to hold them 
accountable for meaningful changes in all of the areas that we’ve 
addressed. 

We do want to add one final comment before closing. As I just 
noted a little while ago, we recommended the creation of an inde- 
pendent standing body which would provide oversight of the imple- 
mentation of our recommendations and ongoing advice to Congress 
as well as to the secretary. The secretary’s response to Congress in- 
dicates that he plans to utilize existing committees including the 
Secretary of Energy Advisory Board, or SEAB, rather than create 
a new independent body. 

The Commission supports this for creating advice and ongoing 
advice to the secretary, but notes that no existing body including 
SEAB can provide the independent advice to Congress which we 
envision. On behalf of our nine commissioners, we want to thank 
you for this opportunity to serve the country on this important 
Commission. We hope our work will be helpful, and we’re happy to 
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answer questions and to discuss our findings and recommenda- 
tions. Thank you very much. 

[The prepared statement of Mr. Cohon follows:] 

Testimony 

TJ Giauthier and Jared Cohon, Co-Chairs 
Commission to Review the Effectiveness of 
the National Energy Laboratories 

Subcommittee on Oversight and Investigations 
Committee on Energy and Commerce 
U.S. House of Representatives 

February 24, 2016 


Good afternoon, Chairman Murphy, Ranking Member DeGette, Vice Chairman 
McKinley, other Members and staff of the Subcommittee, and others interested in 
the National Energy Laboratories. We are pleased to be here to discuss the finai 
report of the Commission to Review the Effectiveness of the National Energy 
Laboratories. 

Congress created the Commission in the FY2014 Omnibus Appropriations Act. 
The President’s Council of Advisors on Science and Technology developed a list 
of potential nominees, and the Secretary of Energy selected the nine 
Commissioners from that list. 

The two of us served as the co-chairs of the Commission for almost 18 months. 
We were privileged to serve with an outstanding group of Commissioners with 
strong backgrounds in the science and technology enterprise of the nation.’ We 
are pleased that this is a consensus report. We received excellent cooperation 
and support from the Department of Energy, all the relevant Congressional 
committees, the White House, the National Laboratories themselves, and many 
others. 

During the course of our work, we visited ail of the 17 National Laboratories, 
heard from 85 witnesses in monthly public hearings in the field and here in 
Washington, DC, and reviewed over 50 previous reports on this topic from the 
past four decades. 

We have titled our report, “Securing America’s Future: Realizing the 
Potential of the National Energy Laboratories. "Our overall finding is that the 
national laboratory system is a unique resource that brings great value to the 


’ The other commissioners are: Norman Augustine, Wanda Austin, Charles Elachi, Paul Fleury, 
Susan Hockfield, Richard Meserve, and Cherry Murray 
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country in the four mission areas of the Department of Energy: nuclear security, 
basic science R&D, energy technology R&D, and environmental management. 

For example, the National Labs have four of the world’s fastest supercomputers, 
which are helping the nation extend the lifetimes and safety of our nuclear 
warheads without nuclear testing. In basic science, their world-class particle 
accelerators, light sources and other user facilities host over 30,000 researchers 
every year from universities and industry. And in energy technology R&D, the 
labs have played an important role in helping to develop the innovations that 
have led to the nation's shale gas revolution and surge in wind and solar energy. 

However, our National Lab system is not realizing its full potential. Our 
commission believes that can be changed. We provide 36 recommendations that 
we believe, if adopted, will help the labs to become more efficient and effective 
and have even greater impact, thereby helping secure America’s future in the 
four mission areas of the Department of Energy. 

We’d like to highlight a few of our major findings and recommendations, and then 
would be happy to address any others of particular interest to you. 

Our most fundamental conclusions deal with the relationship between the 
Department of Energy and the National Labs. We find that the trusted 
relationship that is supposed to exist between the federal government and its 
National Labs is broken and is inhibiting performance. We note that the problems 
come from both sides, the Labs and DOE. 

We want to be clear that this situation is not uniform across all of the Labs. In 
particular, the Labs that are overseen by the Office of Science generally have 
much better relationships with the DOE than do those in the other program 
offices. 

Many of our recommendations address this fundamental problem. We conclude 
that the roles need to be clarified and reinforced, going back to the formal role of 
the labs as Federally Funded Research and Development Centers for the 
Department of Energy. Under this model, the two parties are supposed to 
operate as trusted partners in a special relationship with open communication, 

DOE should be directing and overseeing its programs at a policy level, specifying 
“what” Us programs should achieve. The Labs, for their part, should be 
responsible for determining “how" to carry them out, and then executing those 
plans. In doing so, the Labs should have more flexibility than they do now to 
implement those programs, without needing as many approvals from DOE along 
the way. In return, of course, the Labs must operate with transparency, and be 
fully accountable for their actions and results. 

This flexibility, in our view, should be expanded significantly in areas such as: 
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• The ability to manage budgets with fewer approval checkpoints, 

• Managing personnel compensation and benefits, 

• Entering into collaborations with private companies, including small 
businesses, without having each agreement individually approved and 
written into the lab’s M&O contract with DOE, 

• Building office buildings on sites that are not nuclear, not high hazard, and 
not classified, 

• Conducting site assessments that are relied upon by DOE and others to 
minimize redundant assessments, and 

• Sending key personnel to professional conferences to maintain DOE’s 
work in leading edge science and for their professional development. 

In the Congressional charge to us, we were asked to examine whether there is 
too much duplication among the National Labs, We looked into this in detail, and 
have included two recommendations in this area. The first regards the NNSA 
laboratories, where we conclude that it is important to the nation's nuclear 
security that the two design laboratories’ capabilities continue to be maintained in 
separate and independent facilities. 

The second recommendation in this area regards the way the Department 
manages through the life cycle of R&D topics. In our view, they do a good job at 
encouraging multiple lines of inquiry in the early, discovery stages of new 
subjects. And they are good at using expert panels and strategic reviews to 
manage mature programs. However, at the in-between stages, the Department 
needs to assert its strategic oversight role earlier and more forcefully to manage 
the laboratories as a system in order to achieve the most effective and efficient 
overall results. 

Let us turn to some of our recommendations for how we believe Congress can 
help to improve the performance of the National Labs. We would like to cite four 
here in our opening statement: 

• First, we conclude that Laboratory-Directed Research and Development, 
LDRD, is vitally important to the labs’ ability to carry out their missions 
successfully, and we recommend that Congress restore the cap on LDRD 
funding to the functional level that it was historically, up until 2006. 

• Second, to support strong collaborations between businesses and the 
National Labs, Congress may need to take action to clarify that the Labs 
have sufficient authority to enter into CRADAs and other forms of 
collaboration with domestic companies without DOE approval of each one. 

• Third, we urge Congress to continue to recognize the importance of the 
role of the National Laboratories in building and operating user facilities for 
use by a wide range of researchers in universities, other Federal 
agencies, and the private sector. 
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• Fourth, there does seem to be a serious shortfall in funding for facilities 
and infrastructure at the National Labs. However, the scope and severity 
of that shortfall are not well defined. We recommend that the Congress 
work closely with DOE and OMB to agree, first, upon the size and nature 
of this problem, and then, upon a long-term plan to resolve it, through a 
combination of additional funding, policy changes, and innovative 
financing. 

We would especially like to highlight our final recommendation. We found that in 
the past four decades there have been over 50 previous commissions, panels, 
and studies on the National Labs. It is our view that Congress and the 
Administration would be better served by some sort of standing body of 
experienced people who could provide perspective and advice on issues relating 
to the National Laboratories, without having to create new commissions or 
studies every time. Such a group could potentially be housed at the National 
Academies, or report to the President’s Council of Advisors on Science and 
Technology (PCAST), or be somewhere else that would provide the 
independence that Congress requires. 

Since releasing our report in late October, we have been very interested in what 
actions DOE is taking to follow up on our findings and recommendations. We are 
encouraged that Secretary Moniz and the current Lab Directors seem truly 
committed to reforming the relationship between DOE and the National Labs to 
restore trust and transparency. 

In the past few days, the Secretary has sent to the Congress his response to our 
report. Overall, he is quite supportive of our recommendations, and he and his 
staff have provided a very thoughtful and detailed explanation of actions they 
have taken, and are taking, in every area of our report. These include, for 
example: 

• Providing more information to Congress on the work and 
accomplishments of the National Labs, including beginning an annual 
Secretarial Report to Congress on the National Labs, 

• Requiring all offices in the Department to adapt and use the major 
strategic planning processes of the Office of Science, 

• Shifting the primary responsibility for decisions on conference attendance 
back to the Labs, 

• Strengthening the project management processes for major capital 
projects, 

• Strengthening the reliance of site offices and others on the Contractor 
Assurance Systems run at the Labs and assuring the CAS at all labs is of 
a consistently high quality, and 

• Integrating the National Energy Technology Laboratory’s (NETL) 
intramural and extramural research portfolio and adding flexibility in areas 
such as hiring and funding of laboratory-directed R&D. 
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The Secretary has also initiated some pilot projects to test out other potential 
changes, such as: 

• Streamlined contracting between DOE and one of the Labs to clarify their 
roles and responsibilities in order to reduce much of the current 
micromanagement and approval requirements, 

• Rotational assignments between headquarters and the Labs, and 

• Flexibility and local authority for approval of business collaborations with 
the Labs. 

We at the Commission are encouraged by these actions and intentions. 

However, there are areas in which the Secretary does not feel he has all the 
information he needs and is committing to reviews, workshops, and analyses. 

We hope those will lead to significant actions, but of course the jury is still out. In 
addition, the problems have developed over many years and will not be reversed 
quickly. We urge the Congress to support all of these efforts and to hold this 
Secretary and future Secretaries accountable for meaningful changes in all of the 
areas that we addressed. 

We do want to add one final comment to the Congress. As noted earlier, we 
recommended the creation of an independent standing body which would provide 
oversight of the implementation of our recommendations and ongoing advice to 
Congress, as well as the Secretary. The Secretary’s response indicates that he 
plans to utilize existing committees, including the Secretary of Energy Advisory 
Board (SEAB), rather than to create a new independent body. The Commission 
supports this for advice to the Secretary, but notes that no existing body can 
provide the independent advice to Congress which we envisioned. 

On behalf of our nine commissioners, we want to thank you for this opportunity to 
serve the country on this important commission. We hope our work will be 
helpful and we are happy to answer questions and to discuss our findings and 
recommendations. 


5 
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Mr. Murphy. Thank you. I thank all the panelists, and I will 
begin by recognizing myself for 5 minutes of questions. First, for 
Mr. Augustine and Admiral Mies, the members of the advisory 
panel you chaired reflected a broad range of views and substantial 
experience with DOE, defense, and other nuclear matters; do I 
have that correct? 

Mr. Augustine. Yes, sir. 

Mr. Murphy. OK. And the advisory panel made findings and rec- 
ommendations that were unanimous; they were a unanimous vote? 

Mr. Augustine. Yes, sir. 

Mr. Murphy. And Mr. Augustine, you say in your testimony that 
DOE governance and practices are inefficient, and in some in- 
stances ineffective which puts the entire nuclear enterprise at risk. 
Can these deficiencies be fixed and the benefits of DOE’s technical 
and engineering abilities be fully leveraged by, sustained by leader- 
ship alone? 

Mr. Augustine. I’m sorry. I didn’t hear the last sentence. 

Mr. Murphy. Could the abilities be fully leveraged and sustained 
by leadership alone? 

Mr. Augustine. I would say not. Leadership is of course abso- 
lutely essential. There are also organizational issues that have a 
bearing, and there are many government practices, government- 
wide practices that I think contribute to the problems that have 
been encountered in NNSA. As an example, one of the main 
failings, in my view, has been the lack of accountability. When I 
was involved in the Y-12 investigation, the people, the company 
that was in charge of the issues at the time was fired. The senior 
management was fired. I haven’t to this day been able to find out 
what happened to the people in the government. They sort of just 
moved from one job to another. That’s partly because of the civil 
service rules that were set up with very good reasons, but there are 
constraints that make it very difficult to impose accountability to 
the government. 

I spent 10 years working in the government, most of my career 
in industry, some in academia, and it is very hard to provide the 
leadership in government. Having said that I think that leadership 
is absolutely critical, but there are a lot of other things that need 
relief. The lack of a capital budget is one that comes to mind imme- 
diately. 

Mr. Murphy. Is the key then as you are saying, and Admiral 
Mies, I would like a comment on this too that could you comment 
about what needs to be done with leadership; as soon as this gets 
fixed here. We can put a man on the moon; we can’t make a micro- 
phone work in a congressional hearing room. Sorry. I am going to 
do my best. 

So Admiral Mies, your panel’s unanimous finding is that NNSA’s 
current governance structure failed to accomplish what Congress 
intended, so you recommended essentially reintegrating NNSA 
more fully back to the DOE umbrella. So looking at what needs to 
be done structurally and leadership. Congress can’t necessarily 
mandate that someone be a good leader, but we can identify a 
number of things as mentioned as accountability in there. So, but 
in what you are saying, what are the benefits of doing this? 

Admiral Mies. What are the benefits of doing this? 
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Mr. Murphy. Yes, if we 

Admiral Mies. Well, I think the benefits to a certain degree 
should be obvious to all of us based on the 50 previous reports and 
their findings and recommendations. 

I would just comment first of all that the national security enter- 
prise to begin with is much, much larger than just NNSA and it 
encompasses both. Congress, the executive branch. White House, 
elements of DoD and the broader DOE, not just NNSA. And so 
again, building a structure that promotes greater collaboration and 
coordination across the enterprise is really critical. As Norm indi- 
cated, leadership, first of all, is probably the most important ele- 
ment. 

But as we indicated in our report, most of the problems are cul- 
tural not organizational, and simply changing the wiring diagram 
and changing the NNSA Act alone is not going to deal with the 
fundamental problems of a very risk-averse and entrenched bu- 
reaucracy. And so there are a lot of cultural issues that I think 
need to be addressed that can improve the technical competency, 
the collaboration, the relationship between the M&Os and the fed- 
eral workforce in a much more collaborative way than presently ex- 
ists. So again I think it’s addressing those cultural changes. 

To build on Dr. Cohon’s testimony, I would tell you that as a sign 
of the secretary’s commitment to institutionalizing some of the re- 
forms he’s asked both Dick Meserve and I to co-chair a subpanel 
of the Secretary of Energy’s Advisory Board to oversee not just our 
report, but all of the previous past reports’ findings and rec- 
ommendations on how the Department is responding to them. 

Mr. Murphy. Thank you. I will let Ms. DeGette go next because 
I only have a few seconds left, but I will come back to that later. 
Ms. DeGette, 5 minutes. 

Ms. DeGette. Thank you, Mr. Chairman. One of the major con- 
clusions of the Mies-Augustine report is that the current NNSA 
governance model has failed to provide the effective mission fo- 
cused enterprise that Congress intended. I would like to walk 
through some of those key findings with you, gentlemen, so I can 
understand how this affects NNSA’s ability to accomplish its mis- 
sion. Now I only have 5 minutes so I am going to appreciate yes 
or no answers. 

Mr. Augustine, your interim report states “one unmistakable con- 
clusion of the panel’s fact finding is that as implemented the NNSA 
experiment in governance has failed.” Is that correct? 

Mr. Augustine. Correct. 

Ms. DeGette. And in fact, your report concluded that the NNSA 
Act, which intended to create a separately organized NNSA within 
DOE, did not achieve the intended degree of clarity in enterprise 
roles and mission ownership; is that correct? 

Mr. Augustine. Yes. I believe that’s true. 

Ms. DeGette. And in fact, the creation of the NNSA has caused 
a number of structural issues between it, the DOE and the weap- 
ons labs; is that correct? 

Mr. Augustine. I believe that’s true. 

Ms. DeGette. For example, your report found that there is still 
an overlapping of staffs between the NNSA and the DOE. This can 
lead to problems with oversight, blurred ownership, and account- 
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ability when it comes to managing the nuclear enterprise. Is that 
correct, Mr. Augustine? 

Mr. Augustine. Yes. That is our view. 

Ms. DeGette. Now I could go on here, but your report concludes, 
“significant and wide ranging reform is needed to create a nuclear 
enterprise capable of meeting the nation’s needs.” That is one of 
the key findings in your report, isn’t it, Mr. Augustine? 

Mr. Augustine. Yes, indeed. 

Ms. DeGette. So, let us talk about how to begin fixing those 
problems. The panel recommends that the nuclear enterprise would 
be most effective in performing its mission if led by an engaged 
cabinet secretary with ownership of the mission Department wide; 
is that correct? 

Mr. Augustine. Absolutely. 

Ms. DeGette. Now in other words, Mr. Augustine, the current 
relationship among NNSA, the Secretary of Energy, and DOE 
headquarters is not meeting the mission of the nuclear energy en- 
terprise, therefore we should bring NNSA back into DOE under the 
secretary; isn’t that correct? 

Mr. Augustine. That is our belief 

Ms. DeGette. So, Mr. Augustine, in your testimony you talk 
about the President’s nuclear negotiations with Iran to underscore 
the importance of having a qualified DOE cabinet secretary be in 
control of the nuclear enterprise. And we clearly saw this, I think 
you mentioned this, under Secretary Moniz. 

Tell us why having the NNSA led directly by a full cabinet sec- 
retary is so important for the country’s nuclear mission and for our 
national security. 

Mr. Augustine. Very briefly, the nuclear mission is one of the 
most important missions that our country engages in. Given that 
it should be represented at the highest levels of our government if 
it’s to be impactful. Two, if the enterprise is spun off as an inde- 
pendent, self-standing entity, it’s our belief that we’ll have neither 
the authority, the presence nor the ability to attract and keep top 
level people. It needs a seat at the cabinet table, and it also needs 
to draw upon the other labs in the DOE. 

So we looked at four different options. We believe the one we’ve 
described is clearly the best. That’s our unanimous findings. 

Ms. DeGette. So thank you. Admiral Mies, something that you 
have said now twice in your testimony today really struck me. 
What you said is that you can’t just fix this by fixing the structure. 
You have to fix the culture, correct? 

Admiral Mies. Yes. 

Ms. DeGette. Now, so here 

Admiral Mies. I mean 

Ms. DeGette. OK, hang on a minute. Here is the thing though. 
If you have overlapping ownership, if you have overlapping and un- 
clear accountability, if you have a lack of clear leadership from the 
top from a cabinet secretary who knows what he or she is talking 
about, then that only helps feed the culture, isn’t that right? So I 
would say fixing the structure will begin to help fixing the under- 
lying culture. 

Admiral Mies. Certainly they go together, but I think ultimately 
the ownership, the leadership-ownership of the mission and also 
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the cultural changes that are necessary not just within NNSA but 
DOE wide 

Ms. DeGette. Right. 

Admiral Mies [continuing]. Are critical to the successful more ef- 
fective implementation of the mission. 

Ms. DeGette. I totally agree with you. Thank you. I thank all 
of you. And I didn’t get a time to talk about to you other gentle- 
men, but maybe we will talk about you later. I really think that 
this is important that the panel follow through on both of your pan- 
els’ recommendations. Thank you. 

Mr. Murphy. The gentlelady’s time has expired. I now recognize 
Mr. Cramer from North Dakota for 5 minutes. 

Mr. Cramer. Thank you, Mr. Chairman. Thanks to the panel for 
your expertise and for being with us and for the very hard and 
good work that has been done. It is hard to get to one or two 
points. 

I might just say as a point of reference, my interest besides over- 
sight and just concern for the entire situation is of course that 
North Dakota hosts two-thirds of the nuclear triad but we do have 
submarine named after us, so at least we would like to take all 
three. But I want to get a sense of the urgency of all of this, be- 
cause obviously there is a lot of work that has gone into this. It 
is very comprehensive; a lot of good recommendations. The leader- 
ship stuff, I think we could spend a lot of time just talking about 
the leadership issues, but we all view it through the lens of a par- 
ticular person or a particular administration, and you are dealing 
with structure that hopefully enhances culture. 

Tell us about the urgency. What if these recommendations or 
some of these proposals aren’t enacted? What would be the most 
important ones and in what order that we would have to get to like 
tomorrow if we could? Could somebody sort of give us a sense of 
the urgency of each or all of these recommendations? And whoever 
wants to take it first can go for it. 

Mr. Glauthier. Sure. I’ll be happy to since I haven’t had the op- 
portunity to speak earlier. I think that the culture change that Ad- 
miral Mies talked about underlies all of the things that we’re deal- 
ing with and if we don’t get this relationship right, we run the risk 
of the life extension programs, for example, for nuclear weapons 
getting off track. There’s been a significant amount of progress in 
the last year getting them back on schedule, but that depends upon 
some individuals. And it really has been a difficult project to man- 
age those things. 

Our recommendations are that we need to return the whole sys- 
tem to the FFRDC model, and that is the relationship of the lab- 
oratories and the M&O contractors to the government needs to be 
the one that Jared Cohon described in the testimony, whereas the 
government is specifying what it is that needs to be done, what the 
mission needs to accomplish, and then give the laboratories more 
flexibility, more freedom to carry it out, but being transparent and 
accountable. 

And we don’t have that relationship right now, and as a result 
it risks not being effective. Too many people are in charge and 
therefore nobody’s in charge. And it also is less efficient and we’re 
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spending more money than we would need to do if we get this 
right. 

Mr. Cramer. Others? That was very well said, although I could 
apply it to several agencies and divisions of agencies, but critically 
here. So on my urgency point then this is the start. This would be 
the start that perhaps could lead to all kinds of other benefits obvi- 
ously. 

I want to get to the oversight issue a little bit too then, and I 
appreciate Ms. DeGette’s point of the oversight, because some of 
what you are talking about is certainly on the advisory side. I ap- 
preciated the emphasis on existing advisors, OK, but maybe not in 
this sense, we need independence. 

What I worry about, and I think what a lot of Members of Con- 
gress worry about, is that advisory committees, advisory councils, 
commissions within agencies tend to adopt the bureaucracy rather 
quickly. And as Members, the independence is a really big deal be- 
cause we don’t want to be overly duplicative, then that sounds 
overly duplicative. We don’t want to have duplication, but at the 
same time this independence thing is a really big deal, I think, and 
it gives us a sense of comfort if we know that they are advising us 
with the same clarity and expertise and honesty as they would be 
advising the secretary or anybody else. And I don’t assume that 
anymore. I think that is just maybe human nature, but yes, sir? 

Mr. COHON. If I could speak to that? 

Mr. Cramer. Please. 

Mr. COHON. I’m very glad you raised it and that Ranking Mem- 
ber DeGette raised it. I think it’s a critical issue. As you’ve heard 
several times and as you know well, there have been more than 50 
studies of the energy laboratories in the last 40 years. Further- 
more, as we learned in our review of those studies, each subse- 
quent commission or committee made basically the same rec- 
ommendations because the last ones hadn’t been implemented. 

One thing we can predict almost with certainty is if you don’t do 
something else you’ll create another commission pretty soon and 
the same thing will happen, so this is exactly why we proposed 
what we did. Now we don’t have an answer as to how one should 
situate such a commission or where you put it. National Academies 
was one institution that we identified as a potential home for it. 
It’s hard to figure out, but I’m very glad you raised it and stressed 
what you did. Independence is the key, and I think Congress and 
the nation need it. 

Admiral Mies. I would like to make one comment about the inde- 
pendence. I think, I have recently been asked to join the Secretary 
of Energy’s Advisory Board, and I can assure you under the leader- 
ship of people like John Deutch it has not adopted any of the bu- 
reaucratic culture within the Department. It is clearly inde- 
pendent. Its members represent a diverse population of expertise 
much like our Commission. So I think you should have at least con- 
fidence that the secretary has an advisory board who really is giv- 
ing him independent advice. 

I would also give you an analogy as a submarine commander. On 
a submarine I had three major departments: an engineering de- 
partment, a weapons department, and a navigation department — 
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and I don’t think I could have successfully run a submarine if one 
of those departments was semi-autonomous. 

And I think again one of the cultural issues is the lack of codified 
roles, responsibilities, authority, and accountability within a de- 
partment, and putting the responsibility squarely under the owner- 
ship and accountability of the secretary, to me, like the captain of 
a submarine, makes eminent sense. 

Mr. Murphy. Thank you. Now I will recognize Mr. Tonko for 5 
minutes. 

Mr. Tonko. Thank you, Mr. Chair. Welcome, gentlemen. A key 
finding of the nuclear security panel is that the intent of the NNSA 
Act to create a separately organized NNSA within DOE has not 
worked as originally intended. This has led to a number of struc- 
tural problems within the nuclear enterprise. For example, the act 
as implemented has “made organizational changes designed to in- 
sulate NNSA from DOE headquarters without specifying the sec- 
retary’s roles, without stipulating the relationships between NNSA 
and DOE headquarters staffs, and without requiring actions to 
shift the Department’s culture toward a focus on mission perform- 
ance.” 

And so. Co-chair Augustine, to fix some of these structural prob- 
lems the panel concluded the NNSA should be brought back under 
the Secretary of Energy and led by a knowledgeable and engaged 
cabinet secretary. The panel also explored a range of other options 
such as making the NNSA a separate independent agency, but the 
panel concluded that each of the other approaches had their own 
significant weaknesses. 

So my question is, can you briefly explain what other alter- 
natives the panel explored and what were their weaknesses? 

Mr. Augustine. I certainly can. There were four options, basi- 
cally; none are perfect, unfortunately. One option is to create a to- 
tally independent NNSA as an agency like a NASA, for example. 
Another option is to leave things as they are, which I need say no 
more about the feelings of that. Another option is to put NNSA 
within the Department of Defense. And our view there is the De- 
partment of Defense has so many things on its platter today, fur- 
thermore, much of what NNSA does ties in with the rest of DOE. 
We discarded that option. 

And so you come back to the one of why not make it a real part 
of DOE? Today it’s sort of half on half pair. It needs to be either, 
the best option we can see is to make it part of DOE. Put DOE in 
charge. Put a leader in there that understands nuclear matters and 
give them the authority to run NNSA. The second best option 
would be, in our view, to make it an independent agency, but we 
view that as a very inferior second best option. 

Mr. Tonko. Thank you. And again to our co-chair, co-Chair Au- 
gustine, what do you mean by further isolating the nuclear enter- 
prise? In your statement you talked about that further isolation. 
What happens if the nuclear enterprise, and mainly we mean 
NNSA and the weapons labs, are isolated from DOE or a cabinet 
secretary? 

Mr. Augustine. I think with regard to the latter, the isolation 
from a cabinet secretary is that they don’t have a seat at the high- 
est levels of the government, and we think their mission is so im- 
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portant that they should have that seat. The other problem with 
the isolation is it requires one to create a whole new level of bu- 
reaucracy if you will that already exists, or a support structure 
that already exists within the DOE and that the NNSA shares 
much of what the other DOE labs do, the four NNSA labs, the 
other 13 labs. And so it seems to us there’s a very natural tie. 

And I think Admiral Mies and I would be very careful to say that 
this is not perfect. It’s complex, but it’s by far the best option we 
can think of. 

Mr. Tonko. Thank you, and Admiral Mies. 

Mr. Tonko. NNSA is in charge of the development and testing 
of this nation’s nuclear defense capability. It is critical that we un- 
derstand the important role NNSA plays in keeping our nation se- 
cure and therefore understand the recommendations that your 
panel made in its final report. 

So what is at stake if we do not adequately address the ongoing 
structural problems between DOE and NNSA that you have uncov- 
ered? 

Admiral Mies. Well, I think, within DOE, because you have a 
semi-autonomous organization, separately organized NNSA, it’s 
neither fish nor fowl. It’s not autonomous enough to have complete 
autonomy to determine its own direction, but it’s just autonomous 
enough to upset a lot of the people in DOE outside of NNSA who 
support the secretary. 

And as Norm and I indicated, in the Department of Energy 
NNSA controls 43 percent of the Department of Energy’s budget. 
What secretary or secretary’s immediate staff wants to allow that 
to be autonomous and not under the secretary’s direct control, par- 
ticularly when it involves such a critical element of national secu- 
rity? And particularly when the secretary has to personally certify 
every year to the President the safety, security and performance of 
our strategic stockpile? So again, I think there’s a structural issue. 

But I would argue to, and this is my point about culture, that 
professional, well qualified, technically competent people can over- 
come organizational deficiencies, but no amount of reorganization 
can compensate for an entrenched, risk-averse bureaucracy with a 
lack of technical competence and a lack of professionalism. And so 
the cultural changes to me are critical, because if you have an or- 
ganization of well qualified, professionally competent people they 
can overcome some of the organizational inefficiencies that exist, 
and I think that’s true of every organization. 

Mr. Tonko. Thank you for your insights, and with that I yield 
back, Mr. Chair. 

Mr. Murphy. Thank you. I now recognize Mr. Griffith of Virginia 
for five minutes. 

Mr. Griffith. Thank you, Mr. Chairman. I appreciate this. This 
is an important hearing, and I apologize to all of you. I have been 
in another important hearing and have just arrived, so forgive me 
if I tread on some territory, although I think I am in an area that 
will be a little different than what you have been asked before. 

I am going to ask all of you, if you will tell me briefly the answer 
when I get there, much of the focus on DOE’s national security pro- 
grams is directed toward the work undertaken at the three labs 
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overseen by the NNSA. However, a number of other labs also sup- 
port vital national security activities. 

Does the Department recognize the role of the non-NNSA labs in 
supporting the national security mission and are those labs incor- 
porated into the process? In other words, are they in the loop for 
some of the things where they may have an expertise that the 
three NNSA labs do not have as much expertise or where they 
have overlapping expertise? Whoever wants to answer it. 

Mr. Glauthier. All right. OK, sure. Yes, there is a real strong 
effort to make sure that those labs are involved in the joint assess- 
ments of the mission needs and the like. A couple of the examples 
would be Oak Ridge in Tennessee and the Pacific Northwest Lab 
up in Washington State, both very actively involved in the nuclear 
weapons programs and all, and the national security nonprolifera- 
tion programs too. There’s a lot of that sort of integration and 
that’s one of the things that Norm Augustine just mentioned we 
would lose if you moved the NNSA laboratories out, but those other 
labs are still in the Department of Energy. 

Mr. Griffith. Yes, I do appreciate that. And it is part of why I 
asked the question, because while as the crow flies I may be a good 
distance away from Oak Ridge, my district is in the Tennessee Val- 
ley Authority region so we want to make sure we take care of that. 

In your opinion — I will just continue if I might, and feel free to 
jump in if you have something to add. But in your opinion, do you 
believe the labs work together effectively to support the DOE mis- 
sion overall? Are you aware that the labs are working cooperatively 
to present joint mission research to Congress? What else do you be- 
lieve that the labs should be doing to support the DOE mission? 

Mr. Glauthier. This is an area that we did spend a good deal 
of time looking at. We think that the labs are very actively in- 
volved in supporting the mission or the missions of the Depart- 
ment. But we also are concerned that there are times that the lab- 
oratories do not share as much information with each other and 
with the Department of Energy as they should, and that in early 
stages of new technology or new issues in exploration you want a 
lot of new ideas explored, you want a lot of people to do a lot of 
things independently, but as that matures and becomes a program 
area or an area of more importance, the Department needs to step 
in and assert more leadership in terms of where we’re going to con- 
duct that research, what are the degrees of coordination that you 
want among the laboratories and all, and right now the Depart- 
ment has let that go on too long. There are some activities that this 
secretary has begun to try to integrate that more and he’s got some 
cross-cut activities he talks about as making some progress, but 
that’s an area that we call out for increased attention of the De- 
partment and the Department needs to step up to its responsibil- 
ities in those areas. 

Mr. Griffith. Well, I appreciate that. The labs have been de- 
scribed as the nation’s crown jewel in reference to basic and ap- 
plied science work they do. Do you believe, and it sounds like you 
do, but do you believe the national labs have a unique role and 
their work is not duplicated elsewhere? I am talking about all the 
labs, not just the three. 
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Mr. Glauthier. Yes, we certainly do, and have come to that con- 
clusion and think that it’s important as you look at all those mis- 
sions, which the national defense mission, the nuclear’s, the role is 
an important one, hut also the whole role in innovation for the 
country and the role in working with the private sector and with 
the universities and the basic research support. These are all very 
important and they are ones that we do not feel are duplicated, but 
rather they complement the other agencies and other roles of the 
government. 

Mr. Griffith. Now I have got about 50 seconds left and I have 
a long question here, so I am going to skip the question and just 
say, what else do you think can be done to bring about that process 
where the labs are working together and what should the DOE be 
doing to facilitate that? 

Mr. Glauthier. Well, I’ll go ahead, and since I’ve got the micro- 
phone here. I think it’s the relationship of the openness and work- 
ing in partnership that is really key. And that’s a partnership not 
just with the Department of Energy and the labs, but among the 
labs as well, and that actually is better now than it has been for 
years. I think that again this secretary deserves some credit for 
this, and this set of laboratory directors do too. So continuing to 
support the Laboratory Directors’ Council, supporting their work 
together as a group is very important. 

Mr. Griffith. Well, I appreciate that. If I could take just a 
minute, Mr. Chairman, I used to be a small town lawyer. And it 
sounds like what you are saying is, is that you ought to do some- 
thing maybe by Skype or by the Internet. But we had a group, 
most of the lawyers in town were in one-, two-person law firms, 
and I think the big one was three, and every Wednesday when I 
was practicing and to this day, the lawyers that were available 
would congregate at the local watering hole, Mac and Bob’s on 
Main Street, and share ideas and best practices and what was 
working and what the judges were looking at and that kind of 
thing. 

Sounds like that is what you want to do for the labs, is give them 
an opportunity to say what is working best and where we are going 
so that we can make this process more efficient. 

Mr. Glauthier. Yes. And they are learning a lot from each other 
and actually improving the whole system. Did you want to add 
something? 

Mr. COHON. I just wanted to add something to what TJ said, 
which goes to your last question but ties back to your very first 
one. That is, one of the things that we recommended, our commis- 
sion recommended, was that each of the lab create an annual re- 
port, yet another report, but this one focused on a very high level 
attempt to intonate all that the lab does. 

The big multipurpose labs. Oak Ridge is a great example, gets 
their support from many different offices within DOE, and there’s 
not been enough effort to try to understand the whole of what Oak 
Ridge does. That would be a very valuable thing to do for the lab- 
oratory and for DOE. 

So it goes back to your point about whether we recognize all that 
the non-weapons labs do for the weapons program, yes, but going 
from the other direction I’m not sure we always recognize all that 
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the individual labs do, taking it in totality especially the big multi- 
purpose ones. 

Mr. Griffith. Thank you very much, I do appreciate it. Mr. 
Chairman, with that I appreciate your indulgence and yield back. 

Mr. Murphy. The gentlemen yields back. I now recognize Ms. 
Schakowsky of Illinois for 5 minutes. 

Mr. Schakowsky. Thank you, Mr. Chairman. Like Representa- 
tive Griffith, I want to apologize, such a prestigious panel. I too 
was at another hearing, this time with the Secretary of HHS, and 
so I apologize for missing not only your testimony but some of the 
questioning that has been done. So I am hoping — you know how it 
goes, sometimes everything has been asked but not everybody has 
asked it; I may be in that situation. 

But I did want to talk about some of the accidents that have hap- 
pened and what we may have learned. The major consequences, 
there have been major consequences because of the WIPP accident 
and we understand from the Department of Energy that limited op- 
erations might resume in December, had to be shut down. But it 
could cost over half a billion dollars to fully remediate this site. So, 
Mr. Augustine, first of all, let me ask what are the lessons that we 
have learned from the WIPP accident and how do they relate to 
your report’s finding and recommendations? 

Mr. Augustine. I think the lessons I’ve learned from each of 
these incidents are very similar. The first is that someone has to 
be in charge that’s qualified to be in charge. That person has to 
have the authority to cause what needs to be done to be done. They 
have to have accountability which they can pass down through the 
system. 

One of the greatest feelings in government in my view, and as 
I said, I think before you came in, I spent 10 years in government 
and I’m very proud of that but accountability is very hard to find 
in our government. So I think it was TJ who said that everyone 
tends to be responsible for everything and no one tends to be re- 
sponsible for anything. 

And we often try to solve the problem with organizational 
change, and that’s needed in this case in our view, but that won’t 
begin to solve the problem. This would be a problem that’s rel- 
atively easy to solve in the corporate world; it’s very hard to solve 
in the government. But basically what’s needed is qualified people, 
people to talk with leadership 

Mr. Schakowsky. What would be done in the private sector? 

Mr. Augustine. Well, the private sector, when you’re trying to 
bring about change and I’ve lived through a lot of that you have 
basically three kinds of people, one who are excited about change 
and view it as an opportunity, others who can go along with it, and 
those who will fight it. You fire the ones who are going to fight it. 
It’s as simple as that. You can’t make change with people that are 
going to fight it. And you can’t do that. I spent 4 years, 5 years 
to get rid of one person in the government and finally succeeded, 
and there was plenty of reason. And there’s just not the account- 
ability in government. It’s built in. 

Mr. Schakowsky. I wondered if anyone else wanted to answer 
that. Yes, go ahead. 
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Mr. Glauthier. I think the Y-12 incident may be an interesting 
example. 

Mr. ScHAKOWSKY. I was going to raise that one as well, yes. 

Mr. Glauthier. OK. I think it goes to what is the responsibility 
that you’re giving to a contractor or a laboratory. And if the respon- 
sibility is to keep the facility, be secure and safe, then they should 
take that and look at all of the aspects of what it does, what 
they’re required to accomplish that. Instead, if we tell them their 
responsibility is to follow a set of checklists and to be able to do 
all these things and to be sure that they have their inspections 
that check off all the boxes every time somebody comes around, 
then we’re missing the real focus of that. 

And I think that is one of the problems that we have in the De- 
partment of Energy that there is a lot of attention to specific direc- 
tives and rules and approvals and not enough focus on what the 
real objective is in these programs. And you should be giving the 
people at the laboratories the responsibility and accountability for 
actually carrying out the specific actions and roles. 

Mr. SCHAKOWSKY. Right. 

Admiral Mies. I would like to add to that. One of the observa- 
tions in our report is that most of the contracts, particularly the 
NNSA contracts, involve a significant amount of the fee being 
award fee not fixed fee. And because of the award nature, there is 
a whole body of federal oversight people who are responsible for 
kind of grading how the M&O contractor is performing to earn that 
award fee. And frankly that process has become very wasteful and 
ineffective in terms of the things that the people are overseeing. It 
involves more with contract compliance rather than with mission 
executions, successful mission executions. 

So if you look at Y-12 as just one example, in the run-up to Y- 
12 for a long period of time there were 600 or more alarms per 
day — false alarms, or nuisance alarms in the command center. And 
over a long period of time that built a culture of complacency with 
the security force such that when an alarm occurred the people did 
not respond like you would like to have them respond. 

And as a result of that it’s no surprise, essentially, when you 
have a real security incident with a nun and two elderly assistants 
that the response is not what you would have liked. I would argue 
that on the contractor side you had a problem in that you had two 
separate contracts, a contract for security and a contract for the 
M&O contractor, and so there was a bureaucratic seam there 
which didn’t necessarily have accountability centered in a single or- 
ganization. And you can criticize that. 

But more to the point, how could all of those federal overseers 
not have gone into the command center and noticed the frequency 
of alarms over a long period of time and reported that and taken 
some degree of action to encourage the M&O contractor and the se- 
curity contractor to address those issues? There is a very ineffective 
and wasteful transactional oversight system that has evolved, and 
one of our recommendations is do away with award fees, go to fixed 
fees that really are commensurate with the M&O contractors’ re- 
sponsibilities and the risk and financial risks they take, 
reputational and financial, but hold the M&Os accountable. 
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Mr. SCHAKOWSKY. Well, I just want to thank you. My time has 
long expired, but thank you for the good work that you have done 
and the reports that you have issued. I appreciate it and the rec- 
ommendations. 

Mr. Murphy. OK. The gentlelady’s time has expired. Each of us 
is going to ask a couple more questions. I don’t know if any of the 
members do, but I know that Ms. DeGette and I do. So let me ask 
this, first. Dr. Cohon. 

As former president of Carnegie Mellon, you understand how to 
ensure an effective organization and you did a great job there. But 
the report before us talks about alignment of responsibilities and 
accountability. A success here would seem to involve this structural 
reporting component and this leadership component which we 
spent a lot of time talking about; am I correct on that? 

Mr. Cohon. [Non-verbal response.] 

Mr. Murphy. So, can you have one without the other and still 
have a fully effective laboratory? I mean, obviously we want to set 
up, make sure there is a system that has the flexibility, rewards 
innovation, gets people to speak up as opposed to just saying I am 
not going to say anything. We have had so many hearings here. 
General Motors, devastating consequences of just people not even 
speaking up when they saw something going wrong and they refer 
to as a “Gentle Motors shrug.” 

We had hearings about Volkswagen where somebody changed 
something in some piece of software and the next thing you know, 
one day they couldn’t meet the standards for diesel engines and the 
next day they could. And I think it was Mr. Collins of New York 
who pointed out, did he at least get a patent? I wondered, did he 
get employee of the month? Did anybody give him a free parking 
space for that? No one seemed to know in the organization. 

So you have to have this leadership and accountability. So how 
critical is this lab leadership for ensuring this increased focus and 
performance of the laboratory research and development in par- 
ticular? 

Mr. Cohon. I think it’s a wonderful question, Mr. Chairman. I’m 
glad you’re focused on that because I think it’s key. It goes to this 
issue of culture that Admiral Mies talked about and the relation- 
ship question between DOE and its laboratories. 

To answer you I want to pick up on something that TJ Gaulthier 
was saying before in response to the question about the incidences 
that have occurred. I think he said something very important, and 
let me put it in a different way. 

We visited all 17 labs, and one of the really interesting thing was 
to me, but it shouldn’t be a surprise, is how proud people are to 
work at these laboratories. They have a real sense of mission. They 
have a real sense that they’re contributing to the advancement and 
safety of this nation. They’re extremely proud of that. That’s what 
we’re buying, by the way, by having this relationship that we’ve 
created for 16 of the labs where it’s privately run, but government 
owned. We’re buying into that unique culture that each laboratory 
is able to create. That’s key, I think, to success. And certainly lead- 
ership is part of that. You have to have leaders who understand 
that and know how to promote it and to sustain it. 
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But just to underscore what TJ was saying, you’re much less 
likely, I think, to have someone put the wrong thing in a barrel on 
its way to WIPP if they are invested in their mission and they un- 
derstand what they’re doing as opposed to relying on a check sheet 
with someone trying to do it completely by compliance. So what you 
put your finger on, I think, is key to the success of the labs in every 
way, both in terms of their mission and being compliant. 

Mr. Murphy. I want to talk about one specific lab, the National 
Energy Technology Lab is the one in my district. I understand Sec- 
retary Moniz issued his reply to your recommendation to study 
whether NETL should be converted to a government owned con- 
tractor operated laboratory, he said so this week. And the secretary 
basically said there can be ways to improve management and per- 
formance within the current model and we will pursue that. Now 
do you agree that NETL performance may be enhanced by some of 
the tools provided to similar defense labs? 

Mr. COHON. I do. I admire the secretary’s response. I think it’s 
correct, and I especially appreciate the fact that he understood 
what motivated our Commission. We care less about the specifics 
of how the National Energy Technology Laboratory is organized, 
what we care about it is the increased focus on R&D and making 
it more visible and giving the lab more flexibility. And in both re- 
gards I think the secretary’s response is very good. 

Mr. Murphy. I want to say for the record, multiple times I have 
visited the National Energy Technology Labs near Pittsburgh, and 
I do agree with you. Highly motivated people proud of their work 
and oftentimes wondering, we are doing great work here, why isn’t 
anybody paying attention to it? How do we get this to go up the 
chain of command, because that itself is a stovepipe. Or when I see 
what they have done that deals with methane released on unat- 
tended wells; when they say we have advanced a lot with coal tech- 
nology, carbon sequestration, we can do this; when I hear about 
just a wide range of other things going on there it is pretty amaz- 
ing to me. 

I know one of our issues — and we will review this. I have been 
talking to my colleague Ms. DeGette about some of the rec- 
ommendations, legislative recommendations, and we will review 
that carefully. But it still comes down to this point we have real- 
ized over the years, we cannot legislate character and we cannot 
mandate morality and we sure as heck can’t litigate common sense, 
but that requires a certain type of leadership. 

But the accountability, generally what happens in a federal office 
is about the only person that has accountability for whether they 
stay or not is the leader, so many other people are there and there 
is some things we have to make sure we deal with. So I thank you. 
Ms. DeGette for 5 minutes. 

Ms. DeGette. Thank you. Well, I don’t have so much questions 
as an observation, which is this agency, the NNSA, was formed in 
large part because of the issues that these two commissions have 
identified. I have here, I was sharing this with the chairman, some 
minutes of one of the many hearings we had. This hearing was al- 
most exactly 16 years ago. It was March 14th, 2000. 

And at that time the chairman, it was the chairman of the En- 
ergy Committee of Energy and Commerce said, the history of poor 
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security and safety practices at these sites, however long it may be, 
is still recent enough to caution us again letting the NNSA become 
a self-regulating entity. This was 2 weeks after it was passed. And 
that of course was Fred Upton, now the chair of the full committee 
here. 

Then, the chair of this subcommittee. Oversight and Investiga- 
tions, said even before the NNSA passed, a number of concerns 
were expressed by both Congress and the Administration. For ex- 
ample, and then it goes on and on, then, to talk about we have 
heard both Senator Rudman and the GAO refer to a culture in — 
does this sound familiar. Admiral? A culture in DOE which seems 
to espouse a bureaucratic form of elitism and resistant to sub- 
stantive change. That was Cliff Stearns, who was the chairman 
several chairmen ago of this committee. 

Now everybody on the Energy and Commerce Committee realized 
the set of problems that we had at these labs before the NNSA was 
passed. We realized the culture, we realized the problems, but 
what happened was in response to the Wen Ho Lee case and some 
other really high profile cases coming out of Los Alamos and WIPP 
and other places. Senator Rudman and others thought, well, this 
will be super great to have a semi-autonomous agency. The mem- 
bers of — and what happened was this agency was established in 
the dead of night. No good ever happens as near as I can tell when 
you go over to the other body and then you establish something in 
the dead of night in a conference committee. But that is exactly 
how this agency was established. 

And members of the Energy and Commerce Committee realized 
at that time, sadly, it would be like a comedy, one of those congres- 
sional comedies, if it didn’t deal with our nation’s nuclear security. 
And here we are 16 years later identifying the same culture prob- 
lems, identifying the same organizational issues. 

And so I think we are just kind of lucky that nothing has hap- 
pened. We did have the nun and the other people. We have had 
some other breaches, but something really, really serious could 
happen. And it is time that we really work in partnership with all 
of you and your committees to make this happen. 

The proposed legislation that you put as an appendix to your re- 
port that is a good start. And I really have talked to the chairman 
and his staff about undertaking a serious effort because it is my 
opinion, I think we all are saying the same thing, is when you have 
a culture that is an embedded culture in these agencies, you have 
to have strong leadership to change that culture. And so that is 
what we are all saying. That is what we don’t have, and we look 
forward — I hope you are not sick of us yet, because we intend to 
make this a continuing relationship. And I yield back, Mr. Chair- 
man. 

Mr. Murphy. Thank you. Mr. Griffith, do you have any final 
questions? 

Mr. Griffith. I do not. Thank you. 

Mr. Murphy. Thank you. If I could sum up what they just said, 
I put up two of my favorite cartoons here. This is based upon the 
quote by George Santayana that those who cannot remember the 
past are doomed to repeat it. One is an elderly man sitting next 
to and talking to a young man in a library and he says, those who 
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don’t study history are doomed to repeat it, yet those who do study 
history are doomed to stand by helplessly while everybody else re- 
peats it. 

Or imagine two high school students walking out of school one 
day and one student holding his report card says, I failed history 
again. I guess those who don’t learn from history are doomed to re- 
peat it. Another one there too. 

We certainly don’t want that because as was asked by some of 
the folks before and it says so clear in your co-chair reports, this 
can create a dangerous situation. And although we may look at it 
with some — note it to the history also becomes farce if we don’t 
learn from it, these can be tragic consequences and we have to do 
that. 

I really thank you all for the effort you have put into this. This 
is very valuable and we will continue to talk about what we do 
with this and have more briefings and hearings on this. I do want 
to ask the unanimous consent that the documents of this binder, 
which is for the committee, be introduced into the record and to au- 
thorize staff to make any appropriate redactions. So without objec- 
tions, the documents will be entered into the record with any 
redactions the staff determines are appropriate. 

So, in conclusion, thank you all again this very distinguished 
panel, and I want to thank the witnesses and members that par- 
ticipated in today’s hearing. I remind members they have ten busi- 
ness days to submit questions for the record and ask that the wit- 
nesses all agree to respond promptly to the questions. 

So with that this subcommittee of the Energy and Commerce, 
Subcommittee on Oversight and Investigations, is adjourned. 

[Whereupon, at 1:03 p.m., the subcommittee was adjourned.] 

[Material submitted for inclusion in the record follows:] 

Prepared statement oe Hon. Fred Upton 

Today we consider the recommendations of two distinguished panels that exam- 
ined the Department of Energy’s most important functions — maintaining the 
strength of our nuclear security enterprise and the national laboratory system that 
underpins the scientific and technological work that supports nuclear security and 
other DOE missions. 

The work of the department is vital to the nation. The testimony plainly explains 
the stakes if DOE loses its edge on the nuclear deterrent, on nuclear security and 
its naval programs, on its technological superiority. So as we look at DOE’s struc- 
ture and decision-making for confronting the challenges of the 21st century, we have 
to focus on these fundamental operations to be sure they are working at maximum 
potential. I want to commend the panelists for their work in outlining what should 
be done to meet this goal. 

The story of DOE’s management and performance shortcomings, particularly 
when it comes to its nuclear work, is long and unpleasant. During my time as Over- 
sight Subcommittee Chairman over 15 years ago we took a hard look at agency fail- 
ures in security and project management, pressuring the agency to reform. Some re- 
forms have worked and some clearly have not taken hold. In recent years, as dem- 
onstrated by our oversight of security failures at nuclear weapons production sites, 
safety failures at the national laboratories, and contractor oversight failures overall, 
the reforms of 2000 did not achieve the results Congress envisioned. 

Under my chairmanship, under previous chairmanships, the goal of Energy and 
Commerce has been to ensure the accountability to the president, through the Sec- 
retary of Energy, for the safety, security, management, and ultimate performance 
of DOE’s nuclear weapons and nuclear security enterprise. This accountability has 
been put to the test, particularly in the wake of the creation of the semi-autonomous 
National Nuclear Security Administration. 



54 


The panelists today make a very important point: Cabinet-level leadership, by the 
Secretary of Energy, is essential for the success of DOE, particularly its nuclear se- 
curity mission, we’ll discuss a key recommendation to strengthen the secretary’s 
ownership of this mission today, which will require continued administration and 
congressional focus on making sure future secretaries are well prepared for their 
nuclear security responsibilities. Solidifying secretary’s ownership of his nuclear se- 
curity responsibility also includes reforms to the governance structure of NNSA. The 
g;oal is to allow for the best of NNSA’s focused mission and to discard the duplica- 
tive, inefficient structures and offices that inhibit operations and restrict the ability 
to benefit from all the technological, operational, management experience of the full 
department. 

This is a worthy goal that we must collectively work toward. The big lesson is 
that doe’s safety, security, and contract management problems span administra- 
tions, span Congresses. From my experience, and as our witnesses will explain, im- 
proving doe’s performance requires long, sustained attention to ensure sustained 
improvement in agency performance. DOE has huge responsibilities that will not go 
away. This committee’s job will be to ensure the department is managed to meet 
these responsibilities, and structured to ensure they are executed to their full poten- 
tial and in the best interest of the American taxpayer. This hearing continues this 
important work. 


Prepared statement of Hon. Frank Pallone, Jr. 

Thank you for holding this important hearing on one of the nation’s most vital 
national security programs. 

The work of the National Nuclear Security Administration (NNSA) and the DOE 
laboratories is critical to keeping this nation and our allies safe. 

doe’s work maintaining the nation’s nuclear deterrent and advancing science in 
a variety of energy and security fields has also been a cornerstone of the Energy 
and Commerce Committee’s oversight efforts. For example, we have held numerous 
hearings on a wide variety of challenges facing the national labs and examined var- 
ious solutions to some of the problems we have uncovered. 

Continuing that work, we have the heads of two distinguished panels that have 
completed very thorough reviews of the nuclear security enterprise and of DOE’s na- 
tional laboratories more generally. The reports produced by these panels underscore 
that the weapons complex and national labs have achieved a great deal in both na- 
tional security and science endeavors. 

However, ongoing achievements in these areas is neither inevitable nor guaran- 
teed. Both panels highlight a variety of structural and cultural challenges facing 
NNSA and the labs. In particular, the Panel on the Governance of the Nuclear Secu- 
rity Enterprise concludes that the current arrangement between DOE and a “sepa- 
rately organized” NNSA has failed to provide the effective, mission-focused capa- 
bility that Congress envisioned. 

The panel, for example, concludes that overlapping staffs and the lack of clear 
lines of authority and responsibility have created confusion and tensions among 
headquarters, field sites, and contractors, as well as a host of other issues involving 
management and organizational culture. 

As a result, the panel has concluded that NNSA is in need of major reform. 

Members of this Committee are no strangers to the accidents, missed deadlines, 
and massive cost overruns that have plagued NNSA and the nuclear weapons labs 
over the years. Just this past June, we held a hearing on the radiological release 
that closed the Waste Isolation Pilot Plant (WIPP) in New Mexico. This facility like- 
ly will be reopened, but not before taxpayers will pay more than half a billion dol- 
lars or more in cleanup and restoration costs. 

If we fail to address the governance and management issues at NNSA, we risk 
continued accidents and spiraling costs, which ultimately will be borne by the teix- 
payer. More importantly, given NNSA’s mission, failure to address the problems at 
the agency can ultimately affect our national security. Over the long term, nothing 
less than the overall efficacy of our nuclear deterrent is at stake. We must make 
this right. 

Fortunately, the panel before us today has provided the Congress with an excel- 
lent roadmap for reforming NNSA and the labs. The panel recommends, for exam- 
ple, that Congress amend the NNSA Act and adopt related legislation to reintegrate 
NNSA into DOE. The panel also makes a number of other critical recommendations 
across a range of operational and management areas, including empowering leader- 
ship with well-defined roles and undertaking major reform of the relationships be- 
tween DOE, NNSA, and its contractors. 
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NNSA was established 16 years ago, but these management challenges began al- 
most immediately. Problems that many leaders at the time predicted — including 
leaders of this Committee and President Clinton — have indeed occurred. 

The mission of maintaining a safe, secure, and effective nuclear deterrent is too 
important and there are simply too many detailed recommendations to be addressed 
properly in a single hearing. 

I urge the Chairman to take both of these panel’s reports and conduct extensive 
oversight on how to begin correcting the multitude of problems that have affected 
NNSA for too long. In particular, it is critical that we explore how to best enact the 
signihcant reforms to NNSA’s governance that the panel cites as a first step to get- 
ting the nuclear security enterprise on a sustainable path. 

This Committee can make a real difference here, and I stand ready to work with 
my colleagues to take on this work. 
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U.S. HOUSE OF REPRESENTATIVES 
COMMITTEE ON ENERGY AND COMMERCE 


February 22, 2016 

TO: Members, Subcommittee on Oversight and Investigations 

FROM: Committee Majority Staff 

RE: Hearing entitled “DOE for the 2Ist Century: Science, Environment, and National 

Security Missions” 


On Wednesday, February 24, 2016, at 1 1:30 a.m. in 2322 Rayburn House Office Building, 
the Subcommittee on Oversight and Investigations will hold a hearing entitled “DOE for the 21st 
Century: Science, Environment, and National Security Missions.” The Subcommittee will hear 
from the co-chairmen of two advisory panels that were requested by Congress to examine 
respectively: (a) the structure, mission, and management of the nuclear security enterprise and 
(b) the mission and management of the Department of Energy’s (DOE) national 
laboratories. The hearing will examine the advisory panels’ findings and recommendations 
concerning the governance, management, and accountability necessary for DOE to perform its 
most critical missions. 

I. WITNESSES 

• The Honorable Norman R. Augustine, Co-Chairman, Congressional Advisory Panel on 
the Governance of the Nuclear Security Enterprise, former chairman and CEO Lockheed 
Martin Corp.; 

• Admiral Richard W. Mies, U.S. Navy (Retired), Co-Chairman, Congressional Advisory 
Panel on the Governance of the Nuclear Security Enterprise, former Commander in Chief 
of U.S. Strategic Command; 

• Dr. Jared L. Cohon, Co-Chairman, Commission to Review the Effectiveness of the 
National Energy Laboratories, President Emeritus, Carnegie Mellon University; and 

• The Honorable TJ Glauthier, Co-Chairman, Commission to Review the Effectiveness of 
the National Energy Laboratories, former Deputy Secretary, Department of Energy. 

II. BACKGROUND 

The U.S. Department of Energy, with responsibility for the nation’s nuclear weapons and 
related nuclear security programs, conducts some of the most critical national security-related 
missions. The Department traces its origins and core nuclear weapons, scientific, and 
technological missions to the World War II Manhattan Project and subsequently, to the Atomic 
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Majority Memorandum for February 24, 2016, Subcommittee on Oversight and Investigations 

Hearing 

Page 2 

Energy Act of 1946, amended in 1954,' which established the Atomic Energy Commission and the 
nation’s policy of civilian control of nuclear energy. DOE was established as a Cabinet agency in 
1977 pursuant to the Department of Energy Organization Act, The new agency consolidated the 
core nuclear security and R&D programs and responsibilities of predecessor agencies with various 
other Federal energy-related agencies into a single department* under the authority of a single 
Cabinet Secretary. 

Although DOE currently engages a broad range of national security, scientific, and 
environmental activities across the agency,^ a large portion of its operations arc dedicated to its 
nuclear security mission. This is largely conducted through the Department’s National Nuclear 
Security Administration (NNSA). This mission includes the management and security of the 
nation’s nuclear weapons, nuclear nonproliferation, and naval reactor programs. It also includes 
response to nuclear and radiological emergencies in the United States and abroad. 

In total, DOE’S nuclear security activities account for more than 40 percent of the 
agency’s nearly $30 billion budget. Add the environmental cleanup of the former atomic 
weapons sites and the agency’s atomic energy defense activities surpass 65 percent of the DOE’s 
budget. Ofthe DOE’s 17 National Laboratories, NNSAs 3 nuclear weapons design labs — Los 
Alamos National Laboratory, Lawrence Livermore National Laboratory, and Sandia National 
Laboratories — account for nearly half of laboratory budgets at about $6.4 billion, followed by 
the Office of Science’s 10 laboratories at about $5.4 billion, and the 4 applied energy 
laboratories, at about $2 billion.'* 

Chronic mission management and performance issues: Many of the troublesome and 
well-publicized challenges confronting DOE’s mission fulfillment - project delays and billion- 
dollar cost overruns, safety and security problems, oversight failures - relate to the essential 
structure and organizational philosophy of the agency. 7'he majority of DOE missions are 
performed in the field by contractors, who manage and operate the National Laboratories, 
weapons production facilities, and cleanup sites.^ These contractors conduct the agency’s often 
high-risk, technically unique, and complex projects. As a result, the challenges concerning 
mission fulfillment have required constant, disciplined vigilance on the part of DOE as it has 
transformed its operations and facilities to execute post-Cold War national policies. Unfortunately, 
the vigilance has not always kept up with the ehallenges, as serious security breaches and safety 
problems in the 1990s demonstrated, particularly in the nuclear weapons complex.* 


' See Atomic Energy Act of 1954 (42 U..S.C. $2011 ct scq.t . 

^ See Department of Enerav Organization Act (August 4. 19771 : see also 42 U.S.C Chapter 84. 

^ For links to the offices and descriptions of activities, see DOE Program Ofrice.s. Labs & Technology Centers. 
Power Marketing Admini.stration. Operations Offices. Other Agencies and Staff Offices . 

^ FY2014 total budgets from Securing America’s Future: Realizing the Potential ofthe Department of Energy’s 
National laboratories. Final Report of the Commission to Review the Effectiveness of the National Energy 
Laboratories . Volume 2, at page 3. 

^ Use of contractors also .stems from the development of Manhattan project, in which the federal government sought 
to harness the scientific, engineering, and management expertise of academia and industry that did not exist in the 
Federal government, 

’’ See, for example, the series of Energy and Commerce Committee hearings held on April 20. 1999 . June 22. 1999 . July 
13. 1999 . July 20. 1999 . and October 26. 1999 . 
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In 1999, as a result of serious security lapses and other management failures across the 
nuclear weapons complex. Congress created the NNSA to manage nuclear weapons research and 
production activities, as well as other defense-related national security and nuclear non- 
proliferation activities of the Department/ The NNSA was established as a semi-autonomous 
agency within DOE, subject to “the authority, direction, and control” of the Secretary of Energy,* 
The concept was that “semi-autonomy” would improve governance over the nuclear security 
missions and establish an effective operational management and oversight system that would 
reduce eost-overruns, safety and security failures, and burdensome oversight of the missions, 
leading to improved performanee. 

Congressional Advisory Panel on the Governance of the Nuclear Security Enterprise: 

In the decade following the formation of NNSA, there have been persistent project management, 
security, and safety problems within the nuclear weapons complex. Accidents and nuclear safety 
violations contributed to the temporary shutdown of facilities at both Los Alamos and Lawrence 
Livermore laboratories in 2004 and 2005, respectively, costing taxpayers hundreds of millions of 
dollars in lost productivity.'* 

More recent issues concerning cost-overruns, cancelled projects, and oversight failures"* 
prompted Congress in January 2013 to establish an advisory panel of distinguished individuals “to 
examine options and make recommendations for revising the governance structure, mission, and 
management of the nuclear security enterprise.”' ' 

That panel, co-chaired by Mr. Norman Augustine and Admiral Richard Mies, reported its 
findings and unanimous recommendations in December 2014. The panel found that the structure of 
NNSA “semi-autonomy” has not established the effective operations system that Congress intended 
for DOE’S nuclear mission. As the final report, “A New Foundation for the Nuclear Enterprise,” 
notes: 


One unmistakable conclusion is that NNSA governance reform, at 
least as it has been implemented, has failed to provide the 


* DOE continued to manage separately Environmental Vlanagcmcnt sites and programs and energy-related research 
and des'elopment activities and sites operated by the Office of Science, which to some extent overiap with some 
NNSA site and facility operations. 

^ See Section 202 c (3) of the DOlZ Organization Act, also available at 42 U.S.C. 7132 . 

^ Accidents and nuclear safely violations contributed to the temporary shutdown of facilities at both Los Alamos and 
Lawrence Livermore in 2004 and 2005, respectively, costing taxpayers hundreds ofmillions of dollars in lost productivity. 
See for example, “Nuclear and Worker Safely; Actions Needed to Determine the F.ffeclivcncss of Safety 
Improvement Efforts at NNSA's Weapons Laboratories,” GAO, October 2007, GAO-08-73 . 

Subcommittee hearings in 2012, 2013, and 2015 highlighted DOE’s current oversight and contractor management 
challenges, which were most notably demonstrated by the serious security breach at the Y-1 2 National Security 
Complex in July 2012 and the oversight failures behind a radiological incident involving Los Alamos Laboratory in 
2014. Sec Subcommittee on Oversight and Investigations hearings on September 12, 2012 . March 13, 2013. July 24, 
2013 . and June 12. 2015 . 

' ^ Section 3 1 66 of the Fiscal Year 2013 National Defense Authorization Act established the Congressional Advisory 
Panel on the Governance of the Nuclear Security Enterprise and tasks the advisory panel to offer recommendations 
“w ith respect to the most appropriate governance structure, mission, and management of the nuclear security 
enterprise.” 
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effective, mission-focused enterprise that Congress intended. The 
necessary fixes will not be simple or quick, and they must address 
systemic problems in both management practices and culture that 
exist across the nuclear enterprise: 

• First, a lack of sustained national leadership focus and priority, 
starting with the end of the Cold War, has undermined the 
foundation for nuclear enterprise governance and contributes to 
virtually all of the observed problems; 

• Second, inadequate implementation of the legislation 
establishing NNSA as a separately organized sub element of 
DOE has resulted in overlapping DOE and NNSA headquarters 
staffs and blurred ownership and accountability for the nuclear 
enterprise missions; 

• Third, the lack of proven management practices, including a 
dysfunctional relationship between line managers and mission- 
support staffs, has undermined the management culture within 
NNSA; 

• Fourth, dysfunctional relationships between the government 
and its Management and Operating (M&O) site operators has 
encouraged burdensome transactional oversight rather than 
management focus on mission execution; 

• Fifth, insufficient collaboration between DOE/NNSA and 
DOD weapons customers has generated misunderstanding, 
distrust, and frustration.'' 

To address the systemic problems identified, the panel made recommendations along 5 
themes: 

• Strengthen national leadership focus, direction, and follow through; 

• Solidify the Secretary’s leadership of the mission; 

• Adopt proven management practices to build a culture or performance, 
accountability, and credibility; 

• Maximize the contribution of the management and operating (M&O) organizations to 
the safe and secure execution of the mission; and 

• Strengthen customer collaboration to build trust and shared view of mission success.'’’ 

Notably, the panel examined NNSA governance reforms and recommended that Congress, rather 
than increase NNSA autonomy, should reorganize this program within DOE in an appropriate 
manner to strengthen Secretarial ownership and accountability and to eliminate duplication, 
which would help ensure mission performance. These themes and recommendations, 
particularly those involving Congressional action and oversight, and what to expect of DOE, 
may be explored at the hearing. 


See '‘ A New Foundation for the Nuclear Enterorise: Report on the Congressional Advisory Panel on the 
Governance of the Nuclear Security Fnterpri.se .” November 2014, at page xii- 
at page xix . 
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The Commission to Review the Effectiveness of the National Energy Laboratories; 

In 2014, Congress established the “Commission to Review the Effectiveness of the National 
Energy Laboratories.”’"' The Commission, co-chaired by Mr. TJ Glauthicr and Dr. Jared Cohon, 
was charged with evaluating the 1 7 DOE National Laboratories in terms of alignment with 
DOE’s strategic priorities, duplication, ability to meet future energy and national security 
challenges, size, and support of other Federal agencies, among other topics,’^ 

Issued in October 2015, the Commission’s report, “Securing America’s Future: Realizing 
the Potential of the Department of Energy’s National Laboratories,” found in general that the 
DOE laboratories are performing effectively, but that current oversight models and contracting 
arrangements could be reformed to enhance mission success. The Commission issued some 36 
recommendations across a number of themes, including “rebuilding trust,” “maintaining 
alignment and quality,” “maximizing impact,” and “managing effectiveness and efficiency.” 

Notably, many of the Commission’s recommendations relating to the relationship of 
DOE, the contractors managing the laboratories, and the laboratory management, align with 
recommendations in the Congressional Advisory Panel on the Governance of the Nuclear Security 
Enterprise. Questions at the hearing exploring the cross-cutting lessons, particularly between the 
management and oversight of the 10 science labs by DOE’s office of Science and the 3 weapons 
design labs by the NNSA, may help illuminate issues of oversight the Subcommittee has been 
examining in recent years. 

III. ISSUES 

The following issues may be examined at the hearing: 

• What is the appropriate structure of nuclear enterprise governance and aeeountability 
within the Department of Energy? 

• What are the most essential management reforms necessary for improving oversight and 
mission performance of the nuclear security enterprise and DOE’s national laboratories? 

• What have been DOE’s actions in response to the recommendations of the 2 panels? 

IV. STAFF CONTACTS 

If you have any questions regarding this hearing, please contaet Peter Spencer or John 
Ohiy of the Committee staff at (202) 225-2927. 


See Section 3 i9 of the Consolidated Aonropriations Act. 2014 . 

Sec “Securing America’s Future: Realizing the Potential ofthe Department of Energy’s National Laboratories: 
Final Repoit of the Commission to Review the Eflectiveness of the National Energy Laboratories.” Vo! I and 11. 
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Executive Summary 


The course to improve the nation's nuclear security enterprise seems dear. ..and 
the National Nuclear Security Administration has not been on it. 

-Testimony to the panel (unattributed) 

The Congressional Advisory Panel on the Governance of the Nuclear Security Enterprise 
was tasked by the U.S. Congress to examine the mission, organization, and management of this 
enterprise and consider alternative governance models. The panel notes from the outset that there 
is no question as to the efficacy of the nuclear deterrent for the foreseeable future. The nuclear 
stockpile is safe, secure, and reliable, and the quality of science and research is undiminished. 
However, the panel finds that the existing governance structures and many of the practices of the 
enterprise are inefficient and ineffective, thereby putting the entire enterprise at risk over the 
long term. These problems have not occurred overnight; they are the result of decades of neglect. 
This is in spite of the efforts of many capable and dedicated people who must nonetheless 
function within the confines of a dysfunctional system. 

This is no time for complacency about the U.S. nuclear deterrent. Nuclear forces provide 
the ultimate guarantee against major war and coercion, and America’s allies depend on these 
forces and capabilities for extended deterrence. Other countries carefully measure U.S. resolve 
and technological might in making decisions on global and regional security matters, many of 
which are of vital concern to the United States. Hence, while the current viability of the U.S. 
nuclear deterrent is not in question, it will need to be sustained to meet future security needs and 
the long-term health of the enterprise is a critical necessity. 

The panel’s review has encompassed the communities with essential responsibilities for 
the nuclear enterprise: the national leadership in the Executive Branch and Congress; the relevant 
policy and oversight organizations within the Department of Energy (DOE) and the National 
Nuclear Security Administration (NNSA); the operating sites in the nuclear weapons complex; 
and NNSA’s customers in the Department of Defense (DOD), the Department of State, the 
Intelligence Community, and the Department of Homeland Security.' Additionally, the panel 


The panel’s fact finding was largely completed between October 2013 and February 2014. While the panel 
received updates on specific issues through July 2014, and it has sought to recognize some of the important 
changes currently underway by DOE/NNSA, the findings are necessarily focused on the situation as of early 
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examined the proven management practices of several high-performing, high-technology 
organizations both in the private sector and in government. The panel reviewed previous studies, 
eonducted on-site visits across the nuclear weapons complex (laboratories, plants, and the 
Nevada National Security Site), and benefitted from the views of dozens of expert witnesses. The 
panel focused its attention largely (but not exclusively) on the nuclear weapons stockpile 
mission. This focus reflects the fundamental importance of the mission and its associated 
capabilities, and the judgment based on initial fact finding that there were major challenges 
associated with defining and executing this mission. 

The findings and recommendations detailed in this report have the unanimous support of 
the panel members. The common belief is that significant and wide-reaching reform is needed 
to create a nuclear enterprise capable of meeting the nation’s needs. While panel members differ 
on certain details, there is deep agreement on the overall direction — and urgency — of the reforms 
outlined here. 

One unmistakable conclusion is that NNSA governance reform, at least as it has been 
implemented, has failed to provide the effective, mission-focused enterprise that Congress 
intended. The necessary fixes will not be simple or quick, and they must address systemic 
problems in both management practices and culture that exist across the nuclear enterprise: 

• First, a lack of sustained national leadership focus and priority, starting with the end of 
the Cold War, has undermined the foundation for nuclear enterprise governance and 
contributes to virtually all of the observed problems; 

• Second, inadequate implementation of the legislation establishing NNSA as a separately 
organized subelement of DOE has resulted in overlapping DOE and NNSA headquarters 
staffs and blurred ownership and accountability for the nuclear enterprise missions; 

• Third, the lack of proven management practices, including a dysfunctional relationship 
between line managers and mission-support staffs, has undermined the management 
culture within NNSA; 

• Fourth, dysfunctional relationships between the government and its Management and 
Operating (M&O) site operators has encouraged burdensome transactional oversight 
rather than management focus on mission execution; 

• Fifth, insufficient collaboration between DOE/NNSA and DOD weapons customers has 
generated misunderstanding, distrust, and frustration. 


2014. Thus, this report does not reflect on the leadership of the new NNSA Administrator, Lt. Gen. (ret) Frank G. 
Klotz, who took office in May 2014. The panel also recognizes that U.S. Secretary of F.nergy Dr. Ernest Moniz 
has been in his position only a limited time and has been actively pursuing initiatives to improve some of the 
identified problems. Several DOE management initiatives begun since the panel’s interim report was issued in 
April 2014 are reported in the relevant sections of the report. 
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To achieve the conditions for success, the panel recommends fundamental reforms that touch on 
every eomponent of the enterprise. The eurrent senior leadership of the DOE has taken some 
important initial steps to reetify failings, but the enterprise as a whole continues to struggle to 
meet eommitments and the underlying problems will not be fixed without major reform. Given 
the fact that many of these problems are attributable to cultural shortcomings, the solution will 
not be easy and will inevitably transcend any one leadership team. 

A brief summary of the needed improvements suggests the depth of the ehallenges facing the 
enterprise. The details of the panel’s findings and recommendations are provided in Chapters 
One to Five in the body of this report. The Table of Recommendations lists the panel’s speeific 
recommendations. 

Strengthen National Leadership Focus, Direction, and Follow-Through 

(Recommendations 1 and 2) 

At the root of the challenges faced by the nuclear enterprise is the loss of focus on the 
nuclear mission across the nation and within U.S. leadership as a whole since the end of the Cold 
War. Every aspect of the enterprise is colored by the faet that, bluntly stated, nuclear weapons 
have become orphans in both the Executive and Legislative branehes. This has been reflected by 
the lack of an urgent and clear mission and laek of follow-through in assuring adequate 
performance to modernize the nuclear stockpile on schedule and on budget. Nowhere is this 
more evident than among those working in the nuclear enterprise, many of whom feel that they 
are in a declining career field. Although the national leadership has provided high-level policy 
statements and substantial sums of money to the enterprise, the results achieved by the enterprise 
have frequently been unacceptable. Sustained and focused national commitment is required. 

The panel recommends that the President and Congress adopt a number of new 
mechanisms designed to set enterprise priorities and program expectations, demand feasible 
customer-driven plans for the enterprise, assure the adequacy of assigned resources, and advance 
needed governance reforms. The panel believes that expanding the existing annual Office of 
Management and Budget (OMB)/DOD budget/program review to include the nuclear weapons 
portfolio would reinforce this and could help synchronize the nuclear security programs and 
budgets across the two Departments. The panel further recommends that Congress adopt 
mechanisms to strengthen committee oversight and unify support for the enterprise. Such efforts 
should seek improved coordination across missions as well as between authorizers and 
appropriators, and thus synchronize the work of the multiple cognizant subcommittees to provide 
a more focused jurisdiction. 
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Solidify Cabinet Secretary Ownership of the Mission 

(Recommendations 3-5) 

Despite the intent of the NNSA Act to create a separately organized NNSA within DOE, 
the Act as implemented did not achieve the intended degree of clarity in enterprise roles and 
mission ownership. NNSA was not provided the line-management authority necessary to 
integrate safety, security, and environmental concerns into the decision making for executing 
NNSA’s missions; nor was an effective policy implementation framework established. The Act, 
as implemented, made organizational changes designed to insulate NNSA from DOE 
headquarters without specifying the Secretary’s roles, without stipulating the relationships 
between NNSA and DOE headquarters staffs, and without requiring actions to shift the 
Department’s culture toward a focus on mission performance. The panel concludes that the 
relationships among NNSA, the Secretary of Energy, and the DOE headquarters are not properly- 
aligned with mission needs today and are therefore in need of major reform. 

As directed by Congress, the panel explored a range of options for an organizational 
structure that would address the problems created in establishing NNSA. The panel concludes 
that the nuclear enterprise would be most effective in performing its missions if it were led by a 
knowledgeable, engaged Cabinet Secretary and if ownership of the mission were Department- 
wide. Hence, the solution is not to seek a higher degree of autonomy for NNSA, because that 
approach would only further isolate the enterprise from needed Cabinet Secretary leadership. 
Instead, it is recommended that Congress place the responsibility and accountability for the 
mission squarely on the shoulders of a qualified Secretary, supported by a strong enterprise 
Director with unquestioned authority to execute nuclear enterprise missions consistent with the 
Secretary’s policy direction. 

Every alternative to this approach has significant weaknesses: 

• The panel first considered the option of reorganizing DOE/NNSA to strengthen 
NNSA’s autonomy within the Department of Energy (effectively, an improved 
status quo). This was rejected because numerous studies and the panel’s own fact- 
finding revealed that DOE’S current separately-organized approach is 
fundamentally flawed, and that adjustments would not be sufficient to correct either 
the structural or cultural problems. 

• The panel also explored the model of NNSA as an independent agency. The panel 
concluded that a mission this important to U.S. national security requires Cabinet- 
level ownership and support. 

• The panel further evaluated three variants of a greater role for the Department of 
Defense. In each case, given the magnitude of DOD’s existing challenges, there is 
considerable uncertainty about DOD’s willingness and ability to integrate and 
support an organization with a very different scientific and civilian culture. 



To achieve the right leadership structure — a Cabinet Secretary who sets policy and a 
Director who is empowered to implement the policy — the panel recommends amending the 
NNSA Act to replace the “separately-organized” NNSA with a new Office of Nuclear Security 
(ONS) within the Department charged with performing the missions currently performed by 
NNSA. (Proposed statutory language is provided in Appendix C.) The proposed legislation 
includes new confirmation and reporting requirements to underscore the Secretary’s enterprise 
leadership roles and accountability and to emphasize the qualifications needed to lead the 
enterprise. It also assigns a new name — The Department of Energy and Nuclear Security 
(DOE&NS) — ^to highlight the prominence and importance of the Department’s nuclear security 
missions (over 40 percent of the Department’s budget is for nuclear security) and to stress the 
importance of the needed cultural change.^ 

Central to this reform is to establish the Director of ONS as the unquestioned line- 
management authority for safe, secure, and environmentally responsible mission execution. The 
Director’s qualifications, authorities, and accountability must be carefully stipulated. In the 
panel’s proposed formulation 

• The Director must possess strong technical management capabilities. 

• For leadership and continuity, the Director’s position should be an executive schedule II 
with a tenure of at least six years (subject to Presidential review). 

• The Director has direct access to the President on issues critical to ONS’s missions 
(nuclear stockpile safety, security and reliability, non-proliferation, etc.). 

• The Director has direct access to the Secretary on all ONS matters. 

• The Director is assigned risk acceptance responsibility and authority on ONS matters, 
taking full responsibility and accountability for executing the Secretary’s policies for the 
nuclear security missions safely, securely, and environmentally responsibly. 

- Mission-support staffs advise the Director on risk-acceptance decisions. 

- Any disagreements between line managers and mission-support staffs are quickly 
raised through a clearly defined appeals process. 

• The Director has full authority to shape and manage the ONS technical staff.^ 


^ In this report, when referring to the present, the terms DOE and NNSA arc used. In the panel’s recommendations 
and in referring to the future, the panel’s recommended names, DOE&NS and ONS, are used. 

^ Recognizing the constraints of the civil service system, all nonadministrative ONS personnel should be from the 
Senior Executive Service or the Excepted Service in order to permit the Director this necessary authority. 
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The panel judged these attributes of the Director to be paramount in empowering a leader 
capable of executing all aspects of the mission and reforming the enterprise’s culture. The panel 
recommends that the Director serve concurrently as a second Deputy Secretary in the 
Department or as an Under Secretary, While the panel did not agree on the appropriate rank, it 
does agree that this question of rank is less essential for success than is establishing an effective 
working relationship with a knowledgeable, engaged Secretary and providing the Director all the 
necessary authorities as described above. As a result, the panel notes the potential options but 
offers no recommendation on this one specific issue. 

The strengthened roles of the Secretary and Director will be enhanced by the 
complementary and combined effects of increased focus and follow-through from the White 
House and Congress and the adoption of proven leadership and management processes. If for 
any reason the nation’s leadership is not prepared to require the Secretary to possess the 
qualifications demanded by the nuclear security mission, or to provide the Director the necessary 
mission execution authorities, then only one option remains: an autonomous organization to 
replace some or all of the functions of NNSA. This is viewed by the panel as a clearly inferior 
choice. 

Adopt Proven Management Practices to Build a Culture of Performance, 
Accountability, and Credibility 

(Recommendations 6-13) 

NNSA, and associated policy and oversight organizations within the Department, reflect 
few of the characteristics of the successful organizations benchmarked for this study. Participants 
at all levels report that DOE/NNSA is an organization with many pockets of talented, technically 
competent people operating within a culture that lacks a unifying focus on mission deliverables, 
is risk averse, has poorly defined chains of command, and has inadequate personnel 
management. A major overhaul will be needed to transform the organization into one with a 
mission-driven management culture. 

The panel identifies a number of management best practices, based on high-performing 
benchmarked organizations that, if implemented effectively, would bring about the needed 
reforms. Prominent among them are a capable, empowered leadership with well-defined roles 
and responsibilities; clear plans with careful analysis of the resources needed to succeed; a clear 
line-management structure; strong program managers focused on mission deliverables; effective 
communications; a focus on conveying effective incentives to suppliers; and clear accountability. 
The panel’s recommendations would establish proven practices in each of these areas. 
Aggressive implementation would significantly improve performance in the near term, thus 
addressing well-known morale issues and, in time, reshaping the management culture. 
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Maximize the Contributions of the Management and Operating (M&O) 
Organizations to the Safe, Secure Execution of the Mission 

(Recommendations 14-17) 

The open communication and collaboration on program and technical matters that 
historically existed between the M&Os and Federal officials has eroded over the past two 
decades to an arm’s length, customer-to-contractor and, occasionally, adversarial relationship. In 
the case of the laboratories, this has led to a significant loss in their contributions historically 
stemming from the special Federally Funded Research and Development Center (FFRDC) 
relationship. The erosion of trust — a critical element in the FFRDC relationship — observed by 
the panel was also highlighted by a recent National Research Council of the National Academies 
study." The panel concurs that the special relationship of trust between the government and the 
three NNSA laboratories has been eroded by unclear accountability for risk and a fee structure 
and contract approach that invites detailed, tactical, and transactional oversight rather than a 
strategic, performance-based management approach. Excessive and fragmented budget control 
lines also confound effective and efficient programmatic management, erode flexibility, and 
undermine the sense of trust. 

The panel recommends a major reform of existing incentives and relationships, building on 
steps already begun by the current leadership. Award fees have diverted substantial energy and 
resources from mission execution; these fees should be replaced by fixed fees that fairly 
compensate the M&O organizations for their investments in the enterprise and their risks (both 
financial and reputational). Contract term extensions should be the main vehicle used to 
encourage M&O performance. DOE must define a collaborative relationship that attracts the best 
performers and emphasizes taking full advantage of the M&Os’ ability to provide skilled 
personnel and strong management cultures, as well as proven systems, processes, and practices 
for effective and efficient mission execution. 

Strengthen Customer Collaboration to Build Trust and a Shared View of 
Mission Success 

(Recommendations 18 and 19) 

The nuclear enterprise cannot succeed if participants are distrustful of one another and are 
seen to be divided on major goals and priorities. The trust issues identified by the panel are 
mainly with the Department of Defense nuclear weapons customers who have repeatedly seen 
NNSA over-promise and under-deliver. These DOD customers lack confidence in NNSA’s 
ability to execute warhead life extension programs (LEPs) and major nuclear facility 


National Research Council, The Quality of Science and Engineering at the NNSA National Security 
Laboratories (Washington, DC: National Academies Press, 2013), 72. 
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modernization projects. This is both a cultural and communications divide. A fundamental void 
is the lack of an affordable, executable joint DOD-DOE vision, plan, or program for the future of 
nuclear deterrence capabilities. Although the customers in other mission areas from DOD, the 
Intelligence Community and elsewhere appear to be satisfied, here, too, a more strategic 
approach would strengthen both capabilities and the services provided. 

The Secretary and Director must take a strong lead in building a culture focused on meeting 
customer needs. The panel recommends steps to strengthen DOE-DOD collaboration at the level 
of the Secretaries to align the planning, programming and execution of sustainment and 
modernization programs for nuclear weapons and their delivery platforms. More generally, the 
process for NNSA Interagency Work should be simplified and streamlined to enhance efficiency. 

Conclusion 

The panel concludes that the needed leadership for executing this mission is best provided 
by an engaged Cabinet Secretary with national security qualifications, and with effective 
execution led by a qualified, empowered Director focused on mission deliverables. After an 
extended gap in the permanent leadership team, the NNSA now has two very experienced top 
executives in place. The panel’s report outlines a vision and reform agenda for the Secretary and 
this new team. Given that the disorders observed are more cultural than structural, organizational 
reform and revision of the NNSA Act, while essential, are only a first step in the actions needed 
to achieve success. Even with an effective Departmental team in place, success is imaginable 
only with the strong and active support of the White House and Congress. The panel, therefore, 
attaches great importance to sustained White House and Congressional focus in ensuring 
successful implementation of these reforms. 

If action is reasonably prompt, measurable progress should be observed very quickly — in a 
matter of a few months. The panel’s final recommendation, as described in Chapter 6, is that a 
follow-on review be conducted two years from now to assess the status of reform. This review 
should focus on certain concrete indicators of change such as the following; 

• Presidential guidance is in place addressing an executable, funded long-term plan for 
modernizing the nuclear deterrent capabilities, aligned with DOE&NS and DOD and 
updated annually, for platform modernization, warhead life extension, and infrastructure 
recapitalization; DOE&NS and DOD programs are in place to execute this plan 

• Highly qualified experts from the National Security Council staff are routinely engaged 
in policy development and nuclear enterprise oversight and strategic direction 

• Congress supports the panel’s approach by amending the NNSA Act to clarify the roles 
of the Secretary, and provide the Director, ONS with the authorities needed to succeed 

• Congressional committees and associated staffs are well versed and routinely engage in 
matters pertaining to the nuclear security enterprise and they are working in a 
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coiiaborative manner that ensures consistent, efficient, and effective authorization, 
appropriation, and oversight 

• A strong DOE&NS and ONS leadership team is in place; Congress agrees that political 
appointments for the Secretary and Director he confirmed by both the Senate Energy and 
Natural Resources and Armed Services Committees 

• The DOE&NS has clearly delineated and documented the authorities of the Director, 

ONS and his or her relationship with other senior DOE&NS officials, including managers 
responsible for mission-support functions 

• A risk management culture has replaced the existing risk aversion culture; technical 
competence is restored within the workforce to address safety issues raised by the 
Defense Nuclear Facilities Safety Board (DNFSB) 

• Internal management reforms have substantially reduced excessively burdensome 
budgeting detail and transactional oversight, and have led to substantial staff 
realignments and a performance-based approach; a Federal staff right-sizing plan is in 
place and being executed 

• Warhead Life Extension Program and Infrastructure Modernization Program Managers 
are established in ONS with control over program resources and accountability for 
delivering on agreed schedules 

• Cost-estimating and resource management staffs are in place, and work is underway to 
develop needed management tools and data 

• The Director, ONS has developed an executable plan to build needed new facilities, 
reduce maintenance backlogs, and eliminate outmoded facilities 

• Mechanisms for strategic dialogue have been instituted and the govemment- 
M&O/FFRDC relationships have been restored 

• Laboratory Directors, plant managers, and M&O leadership have developed, and are 
executing, plans that provide for clear identification of required technical work and 
infrastructure sustainment, accurate and transparent cost accounting, and initiatives to 
continuously improve value performance 

• Contracts with the M&Os have been revised to provide incentives focused on mission 
success, replacing large award fees with fixed fees and the potential for contract 
extensions 

• ONS customers express satisfaction with collaboration, information sharing, and business 
practices, as well as performance in delivering on their needs 
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Demonstrated performance is the ultimate measure of success and the foundation for 
credibility and trust. The panel believes that its reeommendations, as summarized in the Table of 
Recommendations, if fully and effectively implemented, provide the best chance for a reformed 
Department and new Office of Nuclear Security to be able to carry out its mission and thus 
restore trust and credibility with customers and national leaders. If, based on independent 
oversight, attention to implementation is lacking, and significant progress is not made within the 
next two years, then the panel believes the only course of action — and a clearly inferior one — is 
to remove ONS from the Department and make it an independent, autonomous agency. 
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Table of Recommendations 


Strengthen National Leadership Focus, Direction, and Follow-Through 


1. The President should provide guidance and oversight sufficient to direct and align nuclear 

security policies, plans, programs, and budgets across Departments. 

1.1 The President should reaffirm the importance of the mission and align DOE&NS and DOD 
priorities through an expanded President's annual stockpile guidance, 

1.2 The President should require annual 0MB joint budget reviews to shape and align DOE&NS 
and DOD programs and budgets. 

1.3 The President should require annual NSC joint program reviev^ to shape and align DOE&NS 
and DOD programs and policies. 


2 . Congress should establish new mechanisms to strengthen and unify its leaderehip and 

oversight of the nuclear enterprise and its missions. 

2.1 Congress should add Senate Armed Services Committee approval to the confirmation and 
reporting requirements for the Secretary and Deputy Secretary of DOE&NS (and continue to 
have the Director, ONS be approved by the Senate Armed Services Committee), 

2.2 Congress should require the Secretary to testify annually on the health of the enterprise, and on 
progress in reforming its governance, to the Senate Energy and Natural Resources and Senate 
Armed Services Committees, and to the House Energy and Commerce and House Armed 
Services Committees. 

2.3 Congress should implement information sharing and collaboration mechanisms to unify and 
strengthen its mission-focused oversight across cognizant committees and to better harmonize 
direction and oversight across the enterprise's mission areas. 


Solidify Cabinet Secretary Ownership of the Mission 


3. Congress should amend the NNSA Act and related legislation to clarify Departmental 

leadership rotes. 

• The Secretary "owns” the nuclear enterprise missions, sets Departmental policy for the 
nuclear enterprise, and Is accountable to the President and Congress for the enterprise. 

• The Director, Office of Nuclear Security (ONS) has full authority to execute the nuclear 
enterprise missions consistent with the Secretary's policy. 

• Departmental mission-support staffs advise and assist the Director in executing enterprise 
missions. 

3.1 The amended legislation should specify the Secretary’s leadership responsibilities and define 
duties that underscore the Secretary's accountability for the nuclear enterprise and its missions. 

3.2 The amended legislation should create the Office of Nuclear Security (ONS) within the 
Department to perform the missions currently assigned to NNSA. 

3.3 The amended legislation should designate a Director, Office of Nuclear Security with full 
authority to execute nuclear enterprise missions under the policy direction of the Secretary. The 
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Director should have tenure of at least six years, be compensated at the rate of Executive 
Schedule Level I!, and hold the Departmental rank of a Deputy Secretary or Under Secretary. 

3.4 The amended legislation should assign risk acceptance authority and accountability to the 
Director for ONS mission execution. 

3.5 The amended legislation should grant the Director authority to appoint senior officials in ONS, 
including the conversion of three Senate-confirmed direct-report positions (Principal Deputy, 
Assistant Secretary for Defense Programs, and Assistant Secretary for Non-Proliferation 
Programs) to Senior Executive Service or Excepted Service positions. 

3.6 The amended legislation should emphasize the importance of the nuclear enterprise missions, 
by changing the name of the Department to the “Department of Energy and Nuclear Security.” 


4. The Secretary should implement Departmental management processes that specify the 
Director’s authorities for executing nuclear enterprise missions. These authorities include: 

• Line management authority for the safe, secure, and environmentally responsible execution 
of nuclear security missions 

• Management authority for mission-support staffs assigned to the Office of Nuclear Security 

• Concurrence authority for Departmental rulemaking on ONS matters 

4.1 The Secretary should establish decision-making practices among the senior headquarters staffs 
that codify the Director's authority to execute the nuclear security missions consistent with the 
Secretary’s policies. 

4.2 The Secretary should establish a matrix management structure that 

• Aligns and codifies roles, responsibilities, authority, and accountability 

• Specifies the Director’s leadership authority over line-management and mission-support 
(“functional") staffs assigned to ONS 

• Eliminates overlapping headquarters staffe 

4.3 The Secretary should adopt processes defining the Director’s role in ensuring applicable 
DOE&NS policies, rules, and orders are compatible with the operating circumstances of the 
nuclear security enterprise. 

4.4 The Secretary should designate those senior headquarters positions that have line-management 
decision authorities and those that are responsible for mission-support functions. 


5. The Secretary and Director should reform DOE regulation to strengthen risk management. 

5.1 The Secretary should strengthen the Department’s analytical expertise and processes for 
assessing risks, especially for nuclear and other high-hazard functions. 

5.2 The Secretary should direct a comprehensive review and reform of the Department’s ES&H and 
Security Orders and Directives to reflect best industry practices, 

5.3 The Secretary (wth Congressional concurrence) should establish a mechanism to improve the 
Department's ability to respond to inquiries, findings, and recommendations of the Defense 
Nuclear Facilities Safety Board. 


The panel recommends the Director hold either the rank of Deputy Secretary or Under Secretary, but did not 
agree on a specific rank. 
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Adopt Proven Management Practices to Build a Culture of Performance, 
Accountability, and Credibility 


6. To begin reforming the OOE&NS cuiture, the Secretary and Director should develop within 
six months a plan for continuous management learning and Improvement, including an 
implementation plan for the panel’s recommendations with milestone target dates. 

6.1 The Secretary and Director should urgently develop a more robust, integrated DOE&NS/ONS- 
wide process to provide accountability and follow-up on findings and recommendations from 
studies and reviews, both internal and external. 

6.2 The Secretary and Director should establish management metrics for assessing and improving 
enterprise management. 

6.3 The Secretary and Director should routinely survey personnel to gauge morale, assess cultural 
changes, and identify the results of.efforts to change management practices. 

6.4 The Secretary and Director should aggressively communicate reform plans and objectives. 


7. The Secretary and Director should implement industry best practices for shaping and 

building the enterprise workforce. 

7.1 The Secretary and Director should establish strong career and leadership development 
programs, require rotational assignments, and place greater emphasis on continuing education 
and professional certifications, 

7.2 The Secretary and Director should reshape staffo as needed to implement governance reforms. 

7.3 The Secretary and Director should conduct a zero-based personnel review to right-size 
government staffs consistent with recommended reforms and changing workload since the end 
of the Cold War; this review should include the consolidation of headquarters activities across 
DOE&NS’s Forrestal headquarters, the Germantown campus, and the Albuquerque complex. 


8. The Secretary should establish trusted Cost Analysis and Resource Management staffs, 

tools, and data; the Director should be responsible for this process in ON8. 

8.1 The Secretary and Director should strengthen the Department’s efforts to develop independent 
cost and resource analysis capabilities. 

8.2 The Secretary and Director should employ a rigorous Analyses of Alternatives process during 
program formulation as the basts for assessing and validating program requirements. 

8.3 The Secretary and Director should take advantage of established DOD resource analysis 
capabilities in establishing DOE’S cost analysis and resource management capabilities. 


9. The Director should establish a simple, clear Mne-management operating structure that bott) 
synchronizes activities across programs, mission-support functions, and operating sites 
and provides leadership focus for key programs. 

9.1 The Director should create operational mechanisms to perform the key synchronization 
functions that used to be performed by the Albuquerque Operations Office. 

9.2 Deputy Directors should be designated to lead In the integrated planning and execution of 
programs in their mission areas of responsibility. 

9.3 The Deputy Director responsible for Life Extension Programs, working with DOD. should create 
a long-term operating plan to support the nation's warhead modernization strategy; this plan 
should be designed to create a relatively stable, long-term workload. 
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10. The Director should establish program managers who are provided necessary authorities 

and resources, and who are held accountable for major mission deliverables. 

10.1 The Director, in coordination with the responsible Deputy Director, should designate program 
managers for each Life Extension Program and major construction project. 

10.2 Program managers should be held accountable to employ effective management practices. 

10.3 The Director should delegate to the program managers control of any funds identified as 
uniquely required to execute their programs. 

10.4 The Director should delegate control over personnel assigned to their programs to the program 
managers. 


11. The Congress, Secretary, and Director should adopt a simplifted budget and accounting 
structure (by reducing budget control lines) that aligns resources to achieve efficient 
mission execution while providing sufficient visibility to enable effective management 
oversight. 

11.1 Congress should reduce the number of Congressional budget control lines to the number of 
major programs plus major mission-support functions. 

1 1.2 The Director should reduce ONS's internal budget control lines to the minimum number needed 
to assign funding for major programs and mission-support activities across the sites. 

11.3 Infrastructure funding that is uniquely required for the execution of Life Extension Programs 
should be integrated into the portfolio of the Deputy Director for Defense Programs. 


12. The Director should develop a strategy and plan to reshape the weapons complex to meet 

future needs. 

12.1 The Director should ensure that the strategy and plan identify and address the deferred 
maintenance backlog. 

12.2 The Director should ensure that the strategy and plan match (and. in many cases, reduce) the 
infrastructure needed to meet requirements. 

12.3 The Director should ensure that the strategy and plan identify investments in the needed skills in 
the workforce. 

12.4 The Director should ensure that the strategy and plan specify investments in capabilities, 
including the sites’ use of internally directed research and development. The panel recommends 
Laboratory Directed Research and Development (LDRD) funding of no less than 6 percent, 
which is needed to sustain leadership in nuclear science, engineering, and manufacturing. 


13. The Secretary and Director should continue ongoing efforts to improve construction project 
management capabilities (at all levels) by introducing disciplined management practices in 
order to recapitalize infrastructure on time and on budget 

13.1 The Director should strengthen infrastructure project management skills, tools, and the 
collection and analysis of data. 

13.2 The Director should build on recent efforts to adopt best practices for managing infrastructure 
projects, especially the use of external peer review. 

13.3 The Secretary and Director should hold managers accountable for adopting the effective 
practices detailed in the Department's directive on project management (Order 413), consistent 
with the principles provided in 0MB Circular A-11 in infrastructure projects. 
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Maximize the Contributions of the Management and Operating (M&O) 
Organizations to the Safe, Secure Execution of the Mission 


14. The Director should reform M&O contracts, replacing the award fee structure with fixed fees 
for longer (multi*year) award terms and linking performance incentives to the contractual 
period of performance. 

14.1 The Director should adopt market-based fixed fees for new M&O contracts commensurate with 
M&O-borne risks, M&O investments in the enterprise, and the scale of the undertaking. 

14.2 Where practicable, the Director should convert existing contracts to similar fixed fee 
arrangements. 

14.3 The Director should base decisions to extend an M&O contract’s period of performance 
primarily on contributions to mission perfomiance; unsatisfactory performance should lead to 
early termination. 

1 4.4 The Director should seek greater standardization of contract provisions across similar entities. 


15. The Secretary and Director should reinforce the M&O parent organizations’ obligations to 
contribute to enterprise management improvement initiatives. 

15.1 The Director should create collaborative mechanisms to strengthen the joint contributions of the 
M&O organizations in improving the effectiveness and efficiency of enterprise operations. 

15.2 The Director should task M&O organizations to identify and assess management improvement 
opportunities, both for mission execution and for mission-support functions. 


16. The Secretary and Director should eliminate wasteful and ineffective transactional oversight. 

16.1 The Secretary and Director should direct a reduction in the number of audits, Inspections, and 
formal data calls, and better synchronize those that remain. 

16.2 The Secretary and Director should eliminate transactional oversight in areas where there are 
better mechanisms for certifying contractor performance, to include reform of the field office’s 
staffing levels and performance criteria. 


17. The Secretary, Director, and the National Laboratory Directors should adopt management 
practices that serve to rebuild the strategic Govemment-FFRDC relationship. 

17.1 The Secretary and Director should continue to reinvigorate the strategic dialog with the 
Laboratory Directors. 

1 7.2 Leaders in both the government and M&Os should prescribe and enforce behaviors that rebuild 
credibility and trust. 

17.3 The appropriate government officials (e.g., Deputy Directors, program managers) should meet 
at least monthly with the M&O leadership, and preferably have daily informal interactions. 
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Strengthen Customer Collaboration to Build Trust and a Shared View 
of Mission Success 


18. The Secretary should collaborate with the Secretary of Defense to better align the planning, 

resourcing, and execution of sustainment and modernization programs for nuclear weapons 

and their supporting Infrastructure with DOD’s delivery platforms. 

18.1 The Department Secretaries should direct activities that foster collaboration and 
communications among the principals and staffs supporting the Nuclear Weapons Council 
(NWC). 

18.2 The Department Secretaries, supported by the chairman and members of the NWC, should 
reinvigorate its working-level elements. 

18.3 The Department Secretaries should establish transparent information sharing mechanisms and 
increase direct staff collaboration on a daily basis to address persistent communications and 
trust issues. 

18-4 The Department Secretaries should confer on each Department’s proposed co-chair to the 
Standing and Safety Committee (SSC), which reports to the NWC. 

18.5 The Department Secretaries should involve the NWC in drafting and reviewing the annual 
assessment to the NSC of progress on meeting Presidential guidance. 

18-6 The Director should strengthen the roles, responsibilities, and accountability of the senior 
military officer assigned to ONS in order to improve DOE&NS-DOD collaboration. 


19. The Secretary and Director should align and streamline processes for collaboration with 
interagency customers. 

19.1 The Secretary, working through the Mission Executive Council, should improve coordination for 
planning and executing Interagency Work. 

1 9.2 The Mission Executive Council should annually conduct a review of the execution of Interagency 
Work across the nuclear security enterprise to identify improvement opportunities In working 
relationships, collaborative mechanisms, and management practices. 
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Executive Summary 


The Department of Energy (DOE) laboratories are national assets that have 
contributed profoundly to the Nation’s security, scientific leadership, and economic 
competitiveness. In recognition of the continuing and evolving threats to our security and 
the dramatic increase in global economic and scientific competition, the laboratories are 
and will continue to be vitally important. 

Yet, the contributions of the National Laboratories are not inevitable, nor have they 
realized their full potential. This final report of the Commission to Review the 
Effectiveness of the National Energy Laboratories recommends ways the laboratories 
could overcome challenges to more efficiently and effectively accomplish the work for 
which they are uniquely suited. The Commission’s unanimous findings and 
recommendations are grouped around six themes: 

• Recognizing value 

• Rebuilding trust 

• Maintaining alignment and quality 

• Maximizing impact 

• Managing effectiveness and efficiency 

• Ensuring lasting change 
Recognizing Value 

The National Laboratories provide critical capabilities and facilities in service of 
DOE’S mission, the needs of the broader national science and technology (S&T) 
community, and the Nation as a whole. They, for example, offer a unique venue for the 
conduct of major, long-term, high-payofEhigh-risk research. The funding for the 
laboratories has remained flat in constant dollars over the past decade. In addition, the 
amount of Federal research and development (R&D) support to DOE as a whole has stayed 
relatively level for the past 40 years, a period during which many other nations have 
increased their research investments. The Nation should recognize the value of these 
laboratories and the Administration and Congress should provide the necessary resources 
to maintain their critical capabilities and facilities. 
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Rebuilding Trust 

The intended relationship between DOE and fte National Energy Laboratories is as 
trusted partners, working together to carry out critical missions for the Nation. The Federal 
Government develops important R&D programs and turns to the National Laboratories to 
provide the expert people, facilities, and management systems to carry them out. Sixteen 
of the 17 laboratories are run as federally funded research and development centers 
(FFRDCs), managed through a management and operating (M&O) contract. Under the 
FFRDC/M&O model, the government is responsible for setting the “what" of strategic and 
program direction to meet the Nation’s needs, while the contracted partners, along with the 
laboratories they manage and operate, are responsible for determining precisely “how “ to 
meet the technical and scientific challenges and to carry out programs. Over the years, the 
relationship between DOE and many of the laboratories has eroded. This has resulted in a 
less-than-optimal working relationship and reduced efficiency. 

DOE and the National Laboratories, with the support of Congress and others, must 
work together as partners to restore the FFRDC relationship with a culture of trust and 
accountability. As a foundation for this, the partners should jointly establish annual 
operating plans that delegate clearly defined authority to the laboratories in exchange for 
transparency and successful mission performance. Laboratories that earn DOE’s trust 
should enjoy greater freedom to operate, while others will continue to experience 
heightened DOE oversight and control. DOE should strengthen leadership and 
management development for its Federal workforce — including multi-directional 
rotational assignments with the laboratories, field elements, and headquarters — ^to improve 
its ability to manage in this mode. DOE should abandon incentive award fees in their M&O 
contracts with the National Laboratories in favor of a fixed fee set at competitive rates. 
These rates should take into account contractor investments of talent and funds, as well as 
financial and reputational risk. DOE should also adopt a broader and richer set of incentives 
and consequences to motivate sound laboratory management and enforce accountability. 

Enabling the laboratories to take more responsibility for managing their activities 
involves rebalancing contract requirements, local oversight, assessments and data calls, 
and budgeting. For example, for non-nuclear, non-high-hazard, unclassified activities, 
DOE should allow laboratories to use Federal, State, and industry standards in place of 
DOE requirements. DOE should also utilize a risk-based model with meaningful 
stakeholder engagement when developing new requirements and conducting assessments. 

While DOE has attempted to shift from transactional compliance to a performance- 
based oversight model by implementing a contractor assurance system (CAS) at each of 
the laboratories, systematic improvements to the implementation and utilization ofthe CAS 
must be made at many laboratories. All stakeholders responsible for assessments should 
reduce duplicative assessments and burden on the laboratories by making maximum use of 
these local assessments, and DOE should establish a single point of control over data 
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requests to the laboratories. Also the roles and responsibilities of site offices and support 
centers must be clarified; support centers should not have approval authority. 

DOE should give laboratories more flexibility to manage funds with full 
accountability within legal bounds. This translates to larger funding Increments, fewer 
budgetary buckets, longer timelines with fewer milestones, and in many cases, notification 
rather than approval for fund transfers. 

Maintaining Alignment and Quality 

Despite the lack of a Department-wide, comprehensive, in-depth, long-term, strategic 
planning process, the National Laboratories’ research programs and capabilities are generally 
well-aligned with DOE’s missions and strategic priorities. There are robust processes in some 
program offices (particularly the Office of Science [SC]) that provide strategic oversight, 
evaluation, and direction to the laboratories. To improve the consistency of those processes 
across the Department, all DOE offices should adapt the processes of SC for laboratory 
planning, alignment, and quality to their particular contexts. 

To maintain the quality of the technical staff, DOE should proactively encourage 
laboratory researchers to attend and participate in conferences — ^both national and 
international — so they may keep abreast of the latest developments in S&T. The 
Commission is encouraged by DOE’s recently revised guidance on conference-related 
activities and spending, noting that the laboratories have been given more autonomy on 
this issue, while at the same time beingheld accountable for the appropriate use oftaxpayer 
funds. 

The ability to adapt, retool, invest in staff and capabilities, and enter new research 
areas is crucial to laboratory performance and maintenance of high-quality staff and 
research. Laboratories rely in large part on laboratory directed research and development 
(LDRD) programs to achieve these goals. Congress should support LDRD by restoring the 
LDRD cap to an unburdened 6 percent, or its equivalent, of laboratory budget. 

To maximize the laboratories combined efforts, DOE should manage them as a 
system having an overarching strategic plan that gives the laboratories the flexibility to 
pursue new lines of inquiry so long as the research aligns with mission priorities. Similar 
and competitive laboratory programs add value in the early, discovery phases of a new 
research initiative, but, once the research has matured to the point that a preferred or most 
promising approach can be identified, the Department should assert its strategic oversight 
and guidance to coordinate and potentially consolidate programs to achieve the most 
effective and efficient use of resources. 

Maximizing Impact 

A great deal of money and talent has been invested to create scientific and technical 
capabilities that are crucially important for the Nation’s security and economic 
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competitiveness. Realizing the full potential of the laboratories requires a much greater 
effort to tap their capabilities, especially in support of regional and national economic 
competitiveness. DOE and the laboratories must work to break down barriers to external 
collaboration with small and large businesses, academia, and other Federal agencies. 
Innovative technology transfer and commercialization mechanisms should continue to be 
pursued, and best practices in other sectors, including academia, should be examined. 
Congress and DOE should continue to support leading edge S&T user facilities, making 
sure to continue using scientific community input and peer review processes to determine 
future priorities for new and upgraded facilities. 

Managing Effectiveness and Efficiency 

The M&O contractors, in conjunction with DOE, must improve several areas of 
laboratory management: overhead costs, facilities and infrastructure, and project and 
program management. The Commission found laboratory overhead rates to be comparable 
to university-negotiated rates at the science and applied laboratories. The overhead rates at 
the National Nuclear Security Administration laboratories are understandably higher, due 
to the unique costs of their national security and nuclear weapons-focused mission. DOE 
should provide greater transparency into laboratory indirect costs and should publish an 
armual report of overhead rates for each laboratory. 

DOE and the laboratories should continue efforts to improve laboratory facilities and 
infrastructure by halting the growth in deferred maintenance and speeding up the deactivation 
and decommissioning of excess facilities. Given the limited budget, DOE, the laboratories. 
Congress, and the Office of Management and Budget (0MB) should actively work together 
to agree upon the size and nature of the resources shortfall for facilities and infrastructure, and 
to develop a long-term plan to resolve it through a combination of increased funding, policy 
changes, and innovative financing approaches. Such approaches might include third-party 
financing, enhanced use leases. State funding, gifts, and leveraging partnerships with other 
Federal agencies. 

To better its project management record, DOE and the laboratories should maintain 
focus on strengthening institutional capability and imposing greater discipline in 
implementing DOE project management guidance. The Commission also supports the 
recent Secretary of Energy Advisory Board Task Force recommendation to put more 
resources into S&T development for the Environmental Management program given the 
technical complexity of its projects that seriously challenge project performance. 

Ensuring Lasting Change 

A review of over 50 past reports shows a strikingly consistent pattern of criticism with 
a repeating set of recommendations for improvement. Despite the extensive examination 
of the issues, none of these reports has led to the comprehensive change necessary to 
address the well-documented, persistent challenges confronting the Department and its 
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laboratories. While the current Secretary of Energy has taken a number of steps to improve 
the relationship between DOE and its laboratories, and thereby the efficiency and 
effectiveness of the laboratories, these efforts must be institutionalized. A standing review 
body should be established to track implementation of the recommendations and actions in 
this report. This body should report regularly to DOE, the laboratories, the Administration, 
and Congress. Congress should also develop a more orderly and consistent process of 
reviewing the National Laboratories, in lieu of the past unrelenting pace of studies. 


The Commission wishes to acknowledge that the current Secretary of Energy and the 
current laboratory directors, and the management teams of both, have made much progress 
in Improving the relationship between DOE and the laboratories. Rebuilding trust is a slow 
process that requires a sustained culture change that is underway. The Commission 
encotjrages future Secretaries and laboratory directors to continue these efforts and 
Congress and others to continue supporting them. 

Today, DOE laboratories face a more complex set of challenges and have a more 
diverse array of missions than existed when the first National Laboratories were created 
more than a half-century ago. The recommendations in this report are intended to ensure 
that the laboratories are able to operate as efficiently and effectively as possible so that the 
Nation realizes the maximum benefit from this national asset in the years ahead. 
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Email received from Kennv Purdue and Joshua Sword, AFL-CIO 


Commission to Review the Effectiveness of the National Energy Laboratories 
Re: Comments on the CRENEL Draft Final Report 

On behalf of the 70,000 active members and the 70,000 retired members of the West Virginia AFL-CIO, 
please accept our comments below related to the CRENEL draft report. 

The CRENEL report makes numerous sensible and logical recommendations that we agree 
with. However, the report is off-base in its recommendations for NETL (Recommendation #5), which 
appears to be the result of a lack of full understanding and recognition of NETL's Mission Space and Core 
Competencies. 

NETL's Government-Owned Government-Operated (GO-GO) status allows tto conduct research that can 
serve as an independent, unbiased, comparative assessment of private-sector technology. As a 
federally staffed laboratory, NETL's workforce consists of government employees who serve first in 
the national interest, with no competing or conflicting bias from the private sector. Further, NETL is 
not viewed as a competitor by the private sector, which is then willing to work with the Laboratory 
by sharing information and collaborating and partnering to solve critical energy challenges. 

As a GO-GO, NETL provides unbiased, science-based analyses and assessments of energy and 
environmental policy, legislation, and regulations, NETL is able to participate inthe interagency review of 
proposed energy and environmental regulationsthat impactthe U.S. energy sector, NETL can respond 
quickly to National crises, as evidenced by the well-recognized role NETL played in assisting on the 
Deepwater Horizon spill. 

NETL has been extremely successful in developing and transferring important technologies to industry, 
consistently earning the prestigious R&D lOOAwards. NETL has received 41 R&D 100 awards since 
2000. Nearly half of these awards have been given to NETL's Office of Research and Development as a 
result of research performed by NETL Federal researchers. This Is an extremely successful record for 
these prestigious awards, particularly for a national laboratory of NETL's size. In fact, NETL has exceeded 
the DOE average for R&D 100 awards since the time of that awards' Inception. 

NETL is a GO-GO that excels intechnology transfer. NETL has been very successful inthe pursuit of 
Federal Laboratory Consortium (FLC) awards for Excellence inTechnology Transfer. NETL has received 22 
FLC awards since 2007 (eight National FLC and 14 Regional FLC awards). 

These awards demonstrate the emphasis that NETL places on the movement of technology to industry. 
Since 2000, NETL has entered into over 300 technology transfer agreements with the privatesector. 

Additional NETL success stories are numerous, particularly in areas identified for improvement in the 
report. For instance, NETL multiplies the value of federal R&D dollars by attracting industry 
investment. Between 1978 and 2000, industry investment on NETL managed projects is estimated to 
have been between $S billion and $9 billion. This represents 38 percent to 46 percent cost share on 
federal research. These numbers have significantly increased In the last 15 years. 
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NETL established a successful Regional University Partnership program. Program and project 
management is a core competency of the NETL, which directly leads to Technology commercialization 
and transitioning. This has been NETL's forte since Its existence with examples including the 
development of technologies to address acid rain, mercury emissions, enhanced tight gas development, 
and many others. 

Several mission critical functions of the National Laboratories, including those which are provided by 
NETL, are not evaluated by the report, such as: administration of Public/Private partnerships by experts 
at Laboratory sites; shepherding and managing large-scale demonstration projects and scale-ups (high- 
risk and large-scale projects require government involvement and management!; and, developing a 
well-established federal procurement capability for National Laboratories. 

Statements In the report such as "NETL is unique" and while there is "nothing inherently wrong with 
that [...] it does seem unusual" seem prejudicial. This, along with an assertion that NETL has not enjoyed 
"the flexibility and other benefits that come along with" being a GO-CO, appear to beg the assumption 
that the GO-CO model is superior in some way and are counterintuitive when compared to NETL's track 
record. The report never makes an attempt to justify such a bold assumption, however, and does not 
explore the value of the NETL model; further, this GO-GO model is NOT unique in other federal 
agencies. 

So the report acknowledges that there is a unique need for certain functions, and acknowledges that 
NETL is unique, but instead of taking the simple path of suggesting the best performer of these roles 
continue in that fashion, instead suggests that DOE break apart NETL simply for being different from the 
other DOE National Laboratories. 

It is for these reasons that we write to urge the Commission to reconsider Recommendation #5, 
especially the parts calling for "DOE to separate the NETL R&D function from its program responsibilities 
(and call the R&D portion - not the program activities - NETL)", and "Furthermore, consideration should 
be given to converting the new, research NETL into a government-owned, contractor-operated FFRDC." 

Again, thank you for the opportunity to comment on this report, we urge you to reevaluate and 
reconsider recommendation #5, especially in light of NETL's outstanding history of performance in its' 
current operating model, and in recognition of NETL's many strengths and capabilities. 

Sincerely yours, 

Kenny Perdue Joshua Sword 

President, WVAFL-CiO 


Secretary-Treasurer, WV AFL-CIO 
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Email received from Keith Collins. AFL-CIO 
Commission to Review the Effectiveness of the National Energy Laboratories 
Re: Comments on the CRENEL Draft Final Report 

1 write on behalf of the American Federation of Government Employees, AFL-CIO, Local 1104 
representing the Federal employees at the US Department of Energy's National Energy Technology 
Laboratory, Albany, Oregon, I want to thank the Commission and the Department for the opportunity to 
comment on the draft report. 

While making several sensible recommendations, the draft report's recommendation #5 shows 
a misunderstanding of NETL's Mission Space and Core Competencies. NETL's Government-Owned 
Government-Operated (GO-GO) status allows itto generate an independent, unbiased, comparative 
assessments of private-sector technology. As a federally-staffed laboratory, NETL's workforce consists 
of government employees who serve the national interest, without private sector conflicts and 
biases. Further, because the private sector does not see NETL as a competitor, the 
Laboratory can work with firms— sharing, collaborating, and partnering in order to solve 
critical energy challenges. 

As a GO-GO, NETL can also provide unbiased, science-based analyses and assessments of energy 
and environmental policy, legislation, and regulations. The Laboratory also participates inthe 
interagency review of proposed energy and environmental regulations that impactthe U.5. energy 
sector. NETL can act quickly in a crisis, as evidenced by the well-recognized role the Laboratory played 
in responding to the Deepwater Horizon spill. 

NETL has been extremely successful indeveloping and transferring Important technologies to 
industry, earning more than 40 prestigious R&D 100 Awards just since 2000, which is an impressive 
haul considering the Laboratory's size. Nearly half of these awards have been given to NETL's Office of 
Research and Development in recognition of research performed by NETL's federal employee 
researchers. In fact, NETL has exceeded the DoE average for R&D 100 awards since the time of that 
awards' Inception. Moreover, NETL is a GO-GO that excels in technology transfer. NETL has received 22 
Federal Laboratory Consortium Awards for Excellence inTechnology Transfer since 2007. And since 2000, 
NETL has entered into over 300 technology transfer agreements with the privatesector. 

Contrary to the impression conveyed by your report, NETL multiplies the value of federal R&D 
dollars by attracting industry Investment. Between 1978 and 2000, industry investment on projects 
managed by NETL is estimated to have been between $5 billion and $9 billion, Increasing significantly in 
the last 15 years, and which represents 38 percent to 46 percent cost share on federal research. 

NETL has established a successful Regional University Partnership program. Program and 
project management is a core competency of the NETL, which directly leads to Technology 
commercialization and transitioning. Among the technologies developed pursuant to this program are 
those which mitigate against acid rain and mercury emissions and promote tight gas development. 
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The commission's draft report fails to recognize several mission critical functions performed by 
NETL, including the administration of public-private partnerships; management of large-scale 
demonstration projects and scale-ups (i.e., high-risk and large-scale projects require government 
involvement and management); and developmentof a well-established federal procurement capability 
for DoE laboratories. 

Statements in the draft report such as "NETL is unique" and while there is "nothing inherently 
wrong with that [...] it does seem unusual" are at best meaningless and more likely indicative of a 
prejudice against federal civil servants. And then there's the assertion that NETL has not enjoyed "the 
flexibility and other benefits that come along with" being a GO-CO, which begs the assumption that the 
GO-CO model is somehow superior despite NETL's demonstrated strengths. The draft report never 
makes an attempt to Justify such a questionable assumptbn, however, and, as discussed earlier doesn't 
understand the value of the NETL model or appreciate all of its accomplishments. Finally, it should be 
noted that NETL is not the only thriving and successful GO-GO in the federal government. 

Given the strengths and accomplishments of NETL, it makes no sense to bust it up merely 
because it employs a different model from the GO-CO facilities. Therefore, I strongly urge the 
commission to reconsider Recommendation #5, especially the parts calling for "DOE to separate the 
NETL R&D function from its program responsibilities (and cal) the R&D portion - not the program 
activities - NETL)", and "Furthermore, consideration should be given to converting the new, research 
NETL into a government-owned, contractor-operated FFRDC." 

Respectfully, 

Keith Collins 


President 



Earl Ray Tomblin 
Governor 


State of West Virginia 
Office of the Governor 
i dOO Kanawha Boulevard, East 
Charleston, WV 25305 
(304) 558-2000 

September 25, 2015 


Karen Gibson, Designated Federal Officer 
U.S. Department of Energy 
1000 Independence Avenue SW 
Washington D.C. 20585 

RE; Comments of Commission to Review the Effectiveness of National Energy Laboratories 
(CRENEL) 

Dear Ms. Gibson; 

I write you to express my concern over one of the recommendations contained in the 
CRENEL report regarding the effectiveness of the US Department of Energy’s National Energy 
Technology Laboratory (“NETL”) in Morgantown, West Virginia. Recommendation 5 states that 
“DOE should separate NETL’s [research and development] function from its program 
responsibilities” and should consider “converting the new, research NETL into a government- 
owned contractor-operated FFRDC [federally funded research and development center].” I believe 
this change may adversely affect dedicated and valuable West Virginians and NETL’s effectiveness 
here in the mountain state. 

As stated above, please accept this letter as my formal request to reconsider 
Recommendation 5 which would enable NETL to continue its long successful history of 
researching, developing and transferring important technologies to industry and our nation. 


Sincerely, 




Earl Ray Tomblin 


Governor 
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AMERICAN FEDERATION OF GOVERNMENT EMPLOY 


M’ 


David Cox, Sr. 

National President 


Eugene Hudson, Jr. 

National Secretary-Treasurer 


Augusta Y. Thomas 

National Vice President for 
Women and Fair Practices 


00350557 


September 25, 2015 


Commission to Review the Effectiveness of the National Energy Laboratories (CRENEL) 

CRENEL@hq.doe.tzQv 

Re: Comments on the CRENEL Draft Report 
Dear Commissioners, 

On behalf of the American Federation of Government Employees, AFL-CIO, which 
represents more than 650,000 federal employees who serve the American people across the 
nation and around the world, including in the Department of Energy’s (DoE) National Energy 
Technology Laboratory (NETL), I submit our views on behalf of AFGE Locals 1 104 (in Albany, 
OR), 1 91 6 (Pittsburgh, PA), and 1 995 (Morgantown, WV), with regard to the draft report of the 
Commission to Review the Effectiveness of the National Energy Laboratories (CRENEL). 

While making several sensible recommendations, the draft report’s Recommendation #5 
shows a misunderstanding of NETL’s mission space and core competencies. NETL's 
Government-Owned Government-Operated (GO-GO) status allows it to generate independent, 
unbiased, comparative assessments of private-sector technology. As a federally-staffed 
laboratory, NETL's workforce consists of government employees who serve the national 
interest— without private sector conflicts and biases. Further, because the private sector does not 
see NETL as a competitor, the Laboratory can work with firms — sharing, collaborating, and 
partnering in order to solve critical energy challenges. 

As a GO-GO, NETL can also provide unbiased, science-based analyses and assessments 
of energy and environmental policy, legislation, and regulations. The Laboratory also 
participates in the interagency review of proposed energy and environmental regulations that 
impact the U.S. energy sector. NETL can act quickly in a crisis, as evidenced by the well- 
recognized role the Laboratory played in responding to the Deepwater Horizon spill. 

NETL has been extremely successful in developing and transferring important 
technologies to industry, earning more than 40 prestigious R&D 100 Awards just since 2000, 
which is an impressive haul considering the Laboratory’s size. Nearly half of these awards have 
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been given to NETL's Office of Research and Development in recognition of research performed 
by the Laboratory’s federal employee researchers. In fact, NETL has exceeded the DoE average 
for R&D 100 awards since the award’s inception. Moreover, NETL is a GO-GO that excels in 
technology transfer. NETL has received 22 Federal Laboratory Consortium Awards for 
Excellence in Technology Transfer since 2007. And since 2000, NETL has entered into over 
300 technology transfer agreements with the private sector. 

Contrary to the misimpression conveyed by the draft report, NETL multiplies the value of 
federal R&D dollars by attracting industry investment. Between 1978 and 2000, industry 
investment on proje^s managed by NETL Is estimated to have been between $5 billion and $9 
billion, increasing significantly in the last 15 years. 

NETL has also established a successful Regional University Partnership program. 
Program and project management is a core competency of the NETL, which directly leads to 
Technology commercialization and transitioning. Among the technologies developed purauant 
to this program are those which mitigate against acid rain and mercury emissions and promote 
tight gas development. 

The draft report fails to recognize several mission critical functions performed by NETL, 
including the administration of public-private partnerships; management of large-scale 
demonstration projects and scale-ups (i.e., high-risk and large-scale projects require government 
involvement and management); and development of a well-established federal procurement 
capability for DoE laboratories. 

Statements in the draft report such as ’‘NETL is unique” and while there is “nothing 
inherently wrong with that [...] it does seem unusual” are at best meaningless and more likely 
indicative of a prejudice against federal civil servants. And then there’s the assertion that NETL 
has not enjoyed “the flexibility and other benefits that come along with" being a GO-CO, which 
begs the assumption that the GO-CO model is somehow superior despite NETL’s demonstrated 
strengths. The draft report never makes an attempt to justify such a questionable assumption, 
however, and, as discussed earlier the draft report doesn’t understand the value of the NETL 
model or appreciate all of its accomplishments. Finally, it should be noted that NETL is not the 
only thriving and successful GO-GO in the federal government. 

Given the strengths and accomplishments of NETL, it makes no sense to bust it up 
merely because it employs a different model from die GO-CO facilities. Therefore, 1 strongly 
urge the commission to reconsider Recommendation #5, especially the parts calling for “DoE to 
separate the NETL R&D function from its program re^>onsibilities (and call the R&D portion - 
not the program activities - NETL)”, and “Furthermore, consideration should be given to 
converting the new, research NETL into a government-owned, contractor-operated FFRDC.” 
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A recommendation to convert NETL from GO-GO to GO-CO is nothing more than 
privatization, an option which has been repeatedly discredited. Privatization in this case is 
particularly egregious because the benefits discussed herein from NETL’s promotion of the 
public interest and its coordination of various conflicting private interests would be lost if the 
Laboratory were to be stripped of its GO-GO status. AFGE will strongly oppose any effort to 
alter NETL’s GO-GO status. 


Sincerely, 


J, David Cox, Sr. 

AFGE National President 
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DAVID B. McKinley, p.e. 

IST District. West Virginia 
417 Cannon House Oeeice Buhding 
Washington, DC 20916 
TEL; (202)225-4172 
FAX: (202! 225-7564 
vNWW.mcWnley.houss.gov 


Co-Chair, 

Congressional Arthritis Caucus 

Congressional Vouth Challenge Caucus 
Cg^hair, 

High Pereoruance Builoncs Caucus 
CONGRESS'ONAL Hearing Health Caucus 


Consresi£( of ti)e fHntteti Stated 

^ou5e o( EepreKentatibeK 


September 23, 20 1 5 


COMMITTEE ON 
ENERGY AND COMMERCE 


Subcommittee on 
Energt and Power 


Subcommittee on 
Environment ano the Economy 


Subcommittee on 
Oversight ano Investigations 
Vice Char 


Commission to Review the Effectiveness of the National Energy Laboratories 
U.S. Depaitment of Energy 
1000 Independence Avenue, SW 
Washington, DC 20585 

Re: Comments on the CRENEL Draft Final Report 

Dear Commission: 

First, thank you to the U.S. Department of Energy (DOE) and the Commission to Review the Effectiveness of the 
National Energy Laboratories (CRENL) for its report on this important issue. The Commission’s work is greatly 
appreciated. 

The draft CRENEL report makes several sensible recommendations. However, I am concerned with Recommendation 
#5, specifically as It relates to National Energy Technology Laboratory’s (NETL) R&D program and operations. 
Recommendation #5 recommends that DOE separate NETL’s R&D function from Its program responsibilities and convert 
NETL into a government-owned, contractor-operated (GOCO) facility. 1 fear that this recommendation is the result of 
misguided assumptions and a lack of full understanding of NETL’s core competencies and accomplishments. 

The report seems to assert that GOCO model is more efTieient than the government-owned, government-operated 
(GOGO) model found at NETL. But, the Commission never makes an attempt to justify this assertion and does not 
explore the value of the GOGO model. One major benefit of model is the directing and managing capabilities of large- 
scale demonstration projects. Often, it is difficult to partner with Industry given the high-risk that may accompany a 
large-scale project. In this case, government involvement and management is necessary. 

The Commission should review the numerous success stories and operations that can be found at NETL. This laboratory 
has received more R&D 100 Awards than the National Laboratory average. NETL was instrumental in assisting on 
Deepwater Horizon spill, established a successful Regional University program, and has established a federal procurement 
agency for National Laboratories, just to name a few. 

Again, thank you for the opportunity to comment on this report. I hope that you will reevaluate Recommendation #5 
accordingly and take into consideration die positives of NETL. 


Sincerely, 





icKinley, P.E. 
of Congress 



PRINTED ON RECYCLED PAPER 
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Office of ilie .Secretary of Slate 
Building 1. Suite !.^7-K 
i9(X) Kanawha Blvd., East 
Charleston. West Virginia 25305 


Natalie E. Tennant 

Secretary of State 
State of West Virginia 


Telephone: t304> 558-(tn(X) 
Toll Free: 1-866-SOS-VOTB 
Fax: (304) 558-0900 
w\x'w.wvsos.com 


September 25, 2015 


Commission to Review the Effectiveness of the National Energy Laboratories 
1000 Independence Ave. SW 
Washington DC 20585 

Dear Commission; 

The National Energy Technology Laboratory (NETL) should remain a government-owned, 
government-operated facility. NETL's work continues to provide our country with better energy options, 
Improved safety in the energy sector and a stronger economy. Through NETL's research and 
collaboration it has been and will continue to be a leader in energy R&D. Particularly, as West Virginia 
continues as a key player in the energy sector, the work done at NETL is extremely important to our 
economy. 

When visiting NETL's Morgantown facility I observed tremendous opportunity. The facility and 
personnel are ready to tackle the nation's most complex energy issues - those affecting us today and 
those that we'll see in the future. They just need the commitment of the Department of Energy to get it 
done. 


NETL supports communities by providing thousands jobs for hundreds of employees, 
contractors and small businesses in West Virginia. Additionally, the award-winning facility works 
diligently with universities, which was a core recommendation. I agree that increasing the interactions 
and collaborations with universities will be beneficial to all. Accordingly, NETL has partnered with 
Northeast Energy, West Virginia University, and The Ohio State University to form the first field 
laboratory designed for the long-term study of unconventional resource development. This project is 
just the most current commitment NETL has made to the region and energy RSiD. 

I understand that NETL may need to make internal changes, but Just because it is not like the 
other laboratories, there is not a need to change it from government-owned, government-operated 
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facility. If NETL's situation is changed it would be detrimental to many people and businesses in West 
Virginia. 



West Virginia Secretary of State 
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Congress of tlje Mniteb States 

OTnSijmgton, 3D€ 20510 
September 25, 20 1 5 

Commission to Review the Effectiveness of the National Energy Laboratories 
Re: Comments on the CRENEL Draft Final Report 
Dear Commission: 

We write regarding the Commission's report on the effectiveness of the US Department of Energy’s National 
Energy Technology Laboratory in Morgantown, West Virginia. We want to thank the Commission and the 
Department for the opportunity to comment on the draft report. 

While the CRENEL report makes many reasonable recommendations, it errs in its recommendations for NETL 
(Recommendation 5), which reflects a lack of appreciation of NETL’s mission space and core competencies. 

Recommendation 5: DOE should separate NETL 's R&D function from its program responsibilities (and 
call the R&D portion — not the program activities — NETL). Furthermore, consideration should he given 
to converting the new, research NETL into a government-owned, contractor-operated FFRDC [federally 
funded research and development center}. Whether or not the above steps are taken, NETL should 
increase its interactions and collaboration with universities. 

Considering NETL's many successes, including its successful Regional University Partnership Program, as well 
as the Secretary of Energy’s assurances on this subject, it would be appropriate to withdraw this recommendation. 

NETL's Government-Owned Govemment-Op>erated (GO-GO) status allows it to conduct research that can serve 
as an independent, unbiased, comparative assessment of private-sector technology. As a federally staffed 
laboratory, NETL’s workforce consists of government employees who serve first in the national interest, with no 
competing or conflicting bias from the private sector. Further, NETL is not viewed as a competitor by the private 
sector, which is then willing to work with NETL by sharing information and collaborating and partnering to solve 
critical energy challenges. 

As a GO-GO, NETL provides independent technical and economic analyses of energy and environmental policy, 
legislation, and regulations. NETL is able to participate in the interagency review of proposed energy and 
environmental regulations that impact the U.S. energy sector. NETL can respond quickly to national crises, as 
evidenced by the well-recognized role NETL played in assisting on the Deepwater Horizon spill. 

NETL has been extremely successful in researching, developing and transferring important technologies to 
industry', consistently earning the prestigious R&D 100 Awards. NETL has received 41 R&D 100 awards since 
2000. Nearly half of these awards have been given to NETL’s Office of Research and Development as a result of 
research performed by NETL Federal researchers. NETL has exceeded the DOE average for R&D 100 awards 
since the time of that awards’ inception, 

NETL is a GO-GO that excels in technology transfer. NETL has been very successful in the pursuit of Federal 
Laboratory Consortium awards for Excellence in Technology Transfer. NETL has received 22 FLC awards since 
2007 (eight National FLC and 14 Regional FLC awards). These awards demonstrate the emphasis that NETL 
places on the movement of technology to industry. Since 2000, NETL has entered into over 300 technology 
transfer agreements with the private sector. 
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Additional NETL success stories are numerous, particularly in su'eas identified for improvement in the report. For 
instance, NETL multiplies the value of federal R&D dollars by attracting industry investment. Between 1978 and 
2000, industry investment on NETL managed projects is estimated to have been between $5 billion and $9 billion. 
This represents 38 percent to 46 percent cost share on federal research. These numbers will have significantly 
increased in last 15 years. 

NETL established a successful Regional University Partnership Program. Program and Project management is a 
core competency of the NETL, which directly leads to Technology commercialization and transitioning. This has 
been NETL’s forte since its existence, with examples including the development of technologies to address acid 
rain and mercury emissions, for tight gas development, and many others. 

In his February 20 1 5 Congressional testimony, involving the DOE budget, to both Senate and House committees, 
DOE Secretary Moniz responded emphatically to questions concerning the Commission’s report, by indicating 
there was no intention of changing the organizational structure of NETL: 

House Energy and Commerce Committee. February 1 1. 2015 
“Look, NETL is our fossil fuel laboratory — Just no ifs, ands, or huts about it — and has done \ery, very 
good work in the carbon capture sequestration arena, in methane hydrates, and in some of the hydraulic 
fracturing environmental impact work, et cetera, el cetera. So Us future is — we have a new director, of 
course, relatively new director. And I think she is doing — she will do a great Job, I think First of all, you 
mentioned privatize. And I don 't know what this commission — this congressional commission will 
recommend. But certainly we have — I have made it very, very clear — we have no plans to change the 
organizational structure of NETL as the one of our 17 laboratories that is a — that is a Federal 
organization. ” 


Senate Energy and Natural Resources Committee. February 12. 2015 
"In particular, as you implied, our laboratories are generally management and operating 
contracts. NETL is unique in being a Federal facility. And that reflects two points. One is that it does do, 
let ’s call it, laboratory-based research. But it also plays a major role in managing all the contractingfor 
our fossil energy office and others. We have no intention of changing that arrangement. " 

Given the Secretary’s comprehensive understanding of and responsibility for the national laboratory system and 
in recognition of the Secretary’s confidence in the current organization, we urge the Commission to reconsider 
Recommendation 5. This would represent a highiy>deserved modification, in light of NETL’s outstanding history 
of performance, as portrayed above. 


Sincerely, 



Joe Manchin lu 
United States Senator 


Shelley Moore Capito 


United States Senator 







100 



American Federation of Government Employees 

LOCAL 1916 

AFFILIATED VWTH THE AFL-CIO 

P.O. BOX 231 
SOUTH PARK. PA 15129 


September 24, 2015 

Commission to Review the Effectiveness of the National Energy Laboratories 
Re: Comments on the CRENEL Draft Final Report 

I write on behalf of the American Federation of Government Employees, AFL-CIO, Local 1916 
representing the Federal employees at the US Department of Energy’s National Energy Technology 
Laboratory, Pittsburgh, Pennsylvania, I want to thank the Commission and the Department for the 
opportunity to comment on the draft report. 

While making several sensible recommendations, the draft report’s recommendation #5 shows a 
misunderstanding of NETL’s Mission Space and Core Competencies. NETL's Government-Owned 
Government-Operated (GO-GO) status allows it to generate an independent, unbiased, comparative 
assessments of private-sector technology. As a federally-staffed laboratory, NETL's workforce consists 
of government employees who serve the national interest, without private sector conflicts and 
biases. Further, because the private sector does not see NETL as a competitor, the 
Laboratory can work with firms — sharing, collaborating, and partnering in order to solve 
critical energy challenges. 

As a GO-GO, NETL can also provide unbiased, science-based analyses and assessments of energy 
and environmental policy, legislation, and regulations. The Laboratory also participates in the 
interagency review of proposed energy and environmental regulations that Impact the U.S. energy 
sector. NETL can act quickly in a crisis, as evidenced by the well-recognized role the Laboratory played 
in responding to the Deepwater Horizon spill. 

NETL has been extremely successful in developing and transferring important technologies to 
industry, earning more than 40 prestigious R&D 100 Awards just since 2000, which is an impressive 
haul considering the Laboratory’s size. Nearly half ofthese awards have been given to NETL’s Office of 
Research and Development in recognition of research performed by NETL’s federal employee 
researchers. In fact, NETL has exceeded the DoE average for R&D 1 00 awards since the time of that 
awards’ inception. Moreover, NETL is a GO-GO that excels in technology transfer. NETL has received 22 
Federal Laboratory Consortium Awards for Excellence inTechnology Transfer since 2007. And since 
2000, NETL has entered into over 300 technology transfer agreements with the private sector. 

Contrary to the impression conveyed by your report, NETL multiplies the value of federal R&D 
dollars by attracting industry investment. Between 1978 and 2000, industry investment on projects 
managed by NETL is estimated to have been between $5 billion and $9 billion, increasing significantly in 
the last 15 years, and which represents 38 percent to 46 percent cost share on federal research. 
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NETL has established a successful Regional University Partnership program. Program and project 
management is a core competency of the NETL, which directly leads to Technology commercialization 
and transitioning. Among the technologies developed pursuant to this program are those which mitigate 
against acid rain and mercury emissions and promote tight gas development. 

The commission’s draft report fails to recognize several mission critical functions performed by 
NETL, including the administration of public-private partnerships; management of large-scale 
demonstration projects and scale-ups (i.e., high-risk and large-scale projects require government 
involvement and management); and development of a well-established federal procurement capability for 
DoE laboratories. 

Statements in the draft report such as “NETL is unique” and while there is “nothing inherently 
wrong with that [...] it does seem unusual” are at best meaningless and more likely indicative of a 
prejudice against federal civil servants. And then there’s the assertion that NETL has not enjoyed “the 
flexibility and other benefits that come along with” being a GO-CO, which begs the assumption that the 
GO-CO model is somehow superior despite NETL’s demonstrated strengths. The draft report never 
makes an attempt to justify such a questionable assumption, however, and, as discussed earlier doesn’t 
understand the value of the NETL model or appreciate all of its accomplishments. Finally, it should be 
noted that NETL is not the only thriving and successful GO-GO in the federal government. 

Given the strengths and accomplishments of NETL, it makes no sense to bust it up merely because 
it employs a different model from the GO-CO facilities. Therefore, I strongly urge the commission to 
reconsider Recommendation #5, especially the parts calling for “DOE to separate the NETL R&D 
function from its program responsibilities (and call the R&D portion - not the program activities - 
NETL)”, and “Furthermore, consideration should be given to converting the new, research NETL into a 
government-owned, contractor-operated FFRDC.” 


Respectfully, 


Frances M. Wright 
President 
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American Federation of Government Employees 

Affiiiated with the AFL-CIO 


AFGE Local 1995 

National Energy Technology Laboratory 
P.O. Box 880 
Morgantown, WV 26505 


September 24, 2015 


Commission to Review the Effectiveness of the National Energy Laboratories 
Re: Comments on the CRENEL Draft Final Report 
Dear Commission: 

I write on behalf of the Federal Employees at the US Depattment of Energy’s National Energy 
Technology Laboratory (NETL) in Morgantown, West Virginia. I want to thank the Commission and 
the Department for the opportunity to comment on the draft report. 

The CRENEL report makes numerous sensible and logical recommendations that I agree with. 
However, the report is off-base in its recommendations for NETL (Recommendation #5), which appears 
to be the result of a lack of full understanding and recognition of NETL’s Mission Space and Core 
Competencies. 

NETL's Government-Owned Government-Operated (GO-GO) status allows it to conduct research 
that can serve as an independent, unbiased, comparative assessment of private-sector technology. 
As a federally staffed laboratory, NETL's workforce consists of government employees who seive 
first in the national interest, with no competing or conflicting biasft'om the private sector. Further, 
NETL is not viewed as a competitor by the private sector, which is then willing to work with the 
Laboratory by sharing information and collaborating and partnering to solve critical energy 
challenges. 

As a GO-GO, NETL provides unbiased, science-based analyses and assessments of energy and 
environmental policy, legislation, and regulations. NETL is able to participate in the interagency 
review of proposed energy and enviixmmental regulations that impaetthe U.S. energy sector. 

NETL can respond quickly to National crises, as evidenced by the well-recognizcd role NETL played 
in assisting on the Deepwater Horizon spill. 

NETL has been extremely successful in developing and tr ansferring important technologies to 
industry, consistently earning the prestigious R&D 100 Awards. NETL has received 41 R&D 
100 awards since 2000. Nearly half of these awards have been given to NETL's Office of Research 
and Development as a result of research performed by NETL Federal resear'chers. This is an 
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extremely successful record for these prestigious awards, particularly for a national laboratory of 
NETL's size. In fact, NETL has exceeded the DOE average for R&D 1 00 awards since the time of 
that awards’ inception. 

NETL is a GO-GO that excels in technology transfer. NETL has been very successful in the pursuit 
of Federal Laboratory Consortium (FLC) awards for Excellence InTechnology Transfer. NETL has 
received 22 FLC awards since 2007 (eight National FLC and 14 Regional FLC awards). 

These awards demonstrate the emphasis that NETL places on the movement of technology to 
industry. Since 2000, NETL has entered into over 300 technology nansfer agreements with the 
private sector. 

Additional NETL success stories are numerous, particularly in areas identified for improvement in the 
report. For instance, NETL multiplies the value of federal R&D dollar's by attracting industry 
investment. Between 1 978 and 2000, industry investment on NETL managed projects is estimated to 
have been between $5 billion and $9 billion. This represents 38 percent to 46 percent cost share on 
federal research. These numbers have significantly increased in the last 1 5 years. 

NETL established a successful Regional University Partnership program. Program and project 
management is a core competency of the NETL, which directly leads to Technology commercialization 
and transitioning. This has been NETL’s forte since its existence with examples including the 
development of technologies to address acid rain, mercury emissions, enhanced tight gas development, 
and many others. 

Several mission critical functions of the National Laboratories, including those which are provided by 
NETL, are not evaluated by the report, such as: administration of Public/Private partnerships by experts 
at Laboratory sites; shepherding and managing large-scale demonstration projects and scale-ups (high- 
risk and large-scale projects require government involvement and management); and, developing a well- 
established federal procurement capability for National Laboratories. 

Statements in the report such as “NETL is unique” and while there is “nothing inherently wrong with 
that [...] it does seem unusual” seem prejudicial. This, along with an assertion that NETL has not 
enjoyed “the flexibility and other benefits that come along with” being a GO-CO, appear to beg the 
assumption that the GO-CO model is superior in some way and are counterintuitive when compared to 
NETL’s track record. The report never makes an attempt to justify such a bold and unfounded 
assumption, however, and does not explore the value of the NETL model; further, this GO-GO model is 
NOT unique in other federal agencies. 

So the report acknowledges that there is a unique need for certain functions, and acknowledges that 
NETL is unique, but instead of taking the simple path of suggesting the best performer of these roles 
continue in that fashion, instead suggests that DOE break apart NETL simply for being different from 
the other DOE National Laboratories. 

It is for these reasons that I write to urge the Commission to reconsider Recommendation # 5 , especially 
the parts calling for “DOE to separate the NETL R&D function from its progi-am responsibilities (and 
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call the R&D portion - not the program activities -NETL)”, and “Furthermore, consideration should be 
given to converting the new, research NETL into a government-owned, contractor-operated FFRDC.” 

Again, thank you for the opportunity to comment on this report. I urge you to reevaluate and reconsider 
recommendation #5, especially in light of NETL’s outstanding history of performance in its’ current 
operating model, and in recognition of NETL’s many strengths and capabilities. 

Sincerely yours, 

Dan Doyle 

President, AFGE Local 1995 
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Email received from Brenda Dingus, LANL 


In Volume 1 on page 45, the figure caption states that the overhead rate is "calculated by dividing total 
direct costs by total Indirect costs". Don't you mean the inverse, !.e. "calculated by dividing total 
indirect costs by total direct costs"? In other words, smaller numbers are better value not bigger. 

Also, you give one standard deviation error bars. I think it would be useful to actually show the numbers 
for each institution. There aren’t that many points to plot. There are only 3 NNSA labs and the standard 
deviation of those 3 is very large. Knowing the individual numbers would be very helpful in 
understanding that large deviation. 

Brenda 

Brenda Dingus / LANL Fellow 


Email received from Reiner Friedel. LANL 


Dear Sir, 

I have read with alarm the section of the report dealing with the issue of laboratory costs compared to 
other institutions. (Section 6. Managing Effectiveness and Efficiency; A. Overhead ) 

The report's conclusion that 

"Therefore, it can be said that National Laboratories are more expensive than universities, but not 
significantly, given organizational differences" 

This is highly misleading (and wrong, see below) and is sending exactly the wrong message to the 
management of the national laboratories: "our costs structure is fine, we do not need to do anything". 

There seems to be a factual error in the reasoning presented on p.44. The report states that 

"universities include depreciation and interest expenses associated with facilities in their overhead, 
while DOE'S laboratories do not." 

The report estimates this at 14.5% of the university's overhead rates. 

In addition, the report estimates that the "actual" admin costs at Universities are 5% higher than the 
0MB limit of 26% which are internally hidden. 

Then the report argues that adding these costs to the Univeristy rates (57% + 14.5% + 5%) yields an 
"actual" rate of 76.5% with is indeed within 10% of the DOE lab rates. 

HOWEVER: if the universities include depreciation and interest expenses and the DOE labs do not, then 
the estimated cost of this needs to be SUBTRACTED from the Univeristy rate to obtain a rate WITHOUT 
depreciation and interest that is then comparable to the DOE rate. Or put differently, if the DOE labs 
were to add depreciation and interest to their rates, then their overhead costs would be even bigger 
than the reported 85%. 
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THUS the university rate would become 57% - 14.5% + 5% = 47.5 which actually makes the comparison 
to the DOE rates worse. Instead of the direct overhead comparison, which makes DOE labs 1.49 times 
more expensive on overhead, the factor increases to 1.78. 

1 would also like to take exception in bringing Into the comparison "intangibles" such as if organizations 
do or do not include "depreciation and interest" or if they "hide" some admin costs. This is immaterial to 
a sponsor who funds the research. The sponsor Is Interested In how much work does my dollar buy, 
nothing more. 

In addition, comparing costs through overhead alone is misleading as it ignores the effect of fringe an 
benefit costs that are different at DOE labs compared to universities, A more realistic comparison would 
be to compare the salary of a full time employee doing research at a DOE lab v. a university, asking how 
much such an employees would "cost" a given sponsor. As program manager for the Lab's NA5A and 
NSF programs 1 sit on many NA5A and NSF review panels where I have the opportunity to compare the 
costs of research proposals across institutions. 

At LANL, for a mid-level researcher, the multiplier from salary to cost to sponsor is ~3.2 

For a range of top universities the multiplier is 1.8, 2.3, 2.1, 1.9, 1.9, an average of ~2.0 

By the above measure the cost of doing research based on salary alone is 1.6 times higher at A DOE lab 
(LANL) compared to universities. 


Respectfully 
Reiner Friedel 


Reiner Friedel 

LANL Program Manager for NASA/NSF 


Emoil received from Charles McMillan. LANL 


Good Afternoon: 

LANL offers the following comments on the DRAFT CRENEL Report: 

Red Team (Volume 1, Page 36) 

• The paragraph that begins on the bottom of page 36 of the draft report confuses red teams 
(which are LANL-intemal teams) with independent assessment teams (which are LLNL 
teams). The current wording is incorrect. Suggested replacement for the paragraph that 
begins on the bottom of page 36 of the draft document Final Report of the Commission to 
Review the Effectiveness of the National Energy Laboratories dated 4 September 2015: 
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o In addition, the current annual assessment process, which is a central element of 
stockpile stewardship, has included the Independent Nuclear Weapons Assessment 
Process (INWAP) since 2010. INWAP employs assessment teams from one 
physics laboratory to independently develop and refine nuclear performance 
baselines for weapon types that are the responsibility of the other physics 
laboratory. The technical experts on these teams are uniquely qualified to conduct 
these assessments because they draw from the only organizations that have the 
computational and experimental capabilities necessary to conduct such technical 
evaluations and the personnel who possess the required security clearances. The 
results of these independent annual assessments are reported to the responsible 
laboratory Director, who uses them as one element of the overall annual assessment 
process to evaluate the certification basis of the weapon types for which the 
laboratory is responsible. 


Editorial Change 

• Volume 1, Page 29 - NE is Nuclear Energy, not Nuclear Engineering 


Best, 

Charlie 


Charles F. McMillan 

Laboratory Director 

Los Alamos National Laboratory 


Email received from Ryan Kilburv, PNNL 


General Comments: 

The draft report recommends that DOE and the National Laboratories develop annual operating 
plans. In light of the success demonstrated by the Office of Science's planning and performance 
management (PEMP) processes we do not see the value in adding another level of planning 
detail. Instead, we support the Commission's recommendation that the Office of Science's planning and 
performance management processes be adopted by the entire DOE, 

In Volume 2 of the draft report, the Commission notes that PNNL receives only 20% of our funding from 
our steward, the Office of Science, The unstated implication is that, as a result, the Office of Science has 
proportionately less ability to influence the Laboratories strategic priorities. On the contrary, the 
comprehensive and interactive nature of the Office of Science's planning and performance management 
processes ensures that our institutional priorities are strategically aligned with those of the Office of 
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Science, and of DOE. in addition, PNNL has the ability to leverage a diverse set of funding sponsors 
which enables PNNL to have an increased impact on DOE and National priorities. 

Page 11. A. Restoring the Partnership betweert DOE and its Laboratories 

While the report discusses in great detail the "broken" relationship between DOE and their labs, our 
experience at PNNL differs. PNSO and PNNL continually are working towards our goal of 
"partnership". Partnership in our view supports a PNSO-Contractor relationship promoting the 
achievement of mutually beneficial goals. It involves an agreement to work together supportively to 
achieve the Laboratory missions. That is the FFRDC model, the model in itself is not broken and does 
not need to be restored or modified. It needs to be embraced by both sides. DOE in an owner's role 
and Contractor's in the role of management and operations working for common objectives. 

Page 12. 1" Paragraph : 

The statement is made that, "DOE's role is to provide direction, oversight and funding to the National 
Laboratories to carry out those programs. The Laboratories, as trusted partners, play active roles in 
supporting DOE in that process." The Laboratory is the institution that is owned or controlled by DOE, 
and should not be confused with the contractor, who is managing and operating the Laboratory for 
DOE. This sentence should more appropriately read "DOE's role, as owner of the Laboratory, is to 
provide direction, oversight and funding to the National Laboratory contractors to carry out those 
programs. The Laboratory contractors, as trusted partners, play active roles in supporting DOE in that 
process." This same terminology should be used throughout the document. 

Page 16. Recommendation 6 - Abandoning Incentive Award Fees: 

Incentive Award Fees are an effective tool for contracts and do provide the necessary focus on 
important areas of mission outcomes and performance. Incentives need to be aligned to the desired 
outcomes and need to be appropriately implemented not eliminated. 

Pgs. 16-17. Contract Requirements: 

As the report points out there are layers of requirements in Government contracting, usually because 
there is a lot of room for interpretation of expectations and outcomes related to Laws and Federal 
Regulations. Reduction of requirements is not the answer, refinement of expectations is. 

Pg. 17. Recommendation 7 : 

The statement is made that DOE should give the Laboratories and M&O contractors the authority to 
operate with more discretion whenever possible. Contractors clearly have the ability and authority to 
operate in accordance within the terms and conditions of the contract. Assuming contractors don't 
have the authority to operate with discretion, is false. 

Pg. 20. Recommendation 10: 

The report mentions that "the role of the site office should be emphasized as one of "mission 
support". This is incomplete and makes it sound like mission "trumps" everything and at all cost. As 
mentioned above in the comment for page 12, 1” paragraph, DOE and the individual site office role is to 
provide contract management, direction, oversight, and stewardship of the national asset that DOE 
owns. 
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Pg. 48. Recommendation 33: 

The report specifies that 0MB has not approved a third-party financed or aiternatively financed iease 
since 2007. !t is more accurate to say that DOE has not requested a review by 0MB of any new third- 
party financed facilities or alternatively financed faclHties as DOE has not proposed one since 2011 and it 
never made it to 0MB for their review. 


Ryan M. Kilbury 

Pacific Northwest Site Office 


Email received from Karin Brown. INL 


CRENEL Team, 

Stated below are comments provided by the Office of Nuclear Energy, Idaho Operations Office on 
factual inaccuracies after reviewing the "Final Report of the Commission to Review the Effectiveness of 
the National Energy Laboratories" document. Please contact Karin Brown, DOE Idaho Operations Office 
for any clarifications on the information provided or if you have additional questions. 


mm 

Volume 

Paragraph 

Comment 

29 

1 

3, 2"“ sentence 

Change "nuclear engineering" to nuclear energy 

5 

1 & 2 

Table - 
referring to 

Idaho National 
Laboratory 

In reference to the "Budget from DOE & Total Budget" 
columns environment management clean up at the 

Idaho National Laboratory (INL) is managed by a 
separate primary contract, INL Nuclear Energy mission 
is not responsible for clean up at the laboratory that 
would equate to $387m less as stated in Congressional 
Budget tables 

Throughout 
both volumes 
{per 48 CFR 

Part 970) 

1 & 

2 


Change work for others (WFO) to Strategic Partnership 
Projects (SPP) 

4 

2 

1 

Change "nuclear engineering" to nuclear energy 
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Email received from Joe Arango, JLob 

I would like to offer the following Input to correct a factual inaccuracy in the CRENEL draft Final 
Report. In the section of the report discussing the requirements included in M&O contracts {Volume 2, 
Section 3.B.2, page 31), Table 5 shows 79 Directives in the M&O contract at the Thomas Jefferson 
National Accelerator Facility as of July 2015. That is not accurate in that there are only 52 Directives in 
the contract (Section J, Appendix E, List B, List of Applicable Directives) as of July 2015. As was discussed 
with the Commission members who visited the Laboratory during the review, the Site Office and 
Laboratory staff have put focused efforts into reducing the number of Directives requirements over the 
recent years and have made progress in reducing the number to the current 52. I appreciate your help 
in correcting this inaccuracy in the Final Report such that the data better reflects the results of these 
focused efforts. 

Joe Arango 

TJSO Manager 


Email received from Hugh Montgomery. JLab 


Sassanah et al, 

I have read Volume 1: Executive Report 

There appears to be an error on Page 6. In discussion of the LCLS project. Brookhaven is cited as a 
participant, and Argonne is not. As far as I know, Argonne is a participant, Brookhaven is not. 


With Best Regards, 
Hugh Montgomery 
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THE DRAFT FINAL REPORT-COMMISSION TO REVIEW THE 
EFFECTIVENESS OF THE NATIONAL ENERGY 
LABORATORIES: UNIVERSITY OF CALIFORNIA 
COMMENTARY 


The University of California (UC or University) commends the Commission on both the 
extensive evaluation process that was undertaken as well as the excellent recommendations 
put forth in the draft report. As the Management & Operating (M&O) Contractor of longest 
tenure within the Department of Energy/National Nuclear Security Administration 
(DOE/NNSA) complex, we continue to be committed to this important public service role 
and believe the engagement of major academic research institutions is vital to the long-term 
health and vitality of the national laboratories. 

By way of background, the University of California is unique among not-for-profit 
government contractors. It is not only one of the largest of such contractors but also the 
contractor with the longest tenure, having pioneered the Management and Operating contract 
form ~ more specifically, the concept of an academic institution as a not-for-profit 
contractor. The University has been involved with three major federal laboratories since 
their inception: the Lawrence Berkeley National Laboratory, the Lawrence Livermore 
National Laboratory, and the Los Alamos National Laboratory. This relationship with the 
federal government spans more than 70 years. The M&O contract form and the labs’ 
operations as Federally Funded Research and Development Centers (FFRDCs) have been the 
critical means of interaction between the government and these laboratories. Its fundamental 
characteristics of partnership, scientific freedom, optimization of private-sector creativity and 
flexibility while also ensuring appropriate federal direction and oversight, and long-term 
relationships have been central to the extraordinary success achieved by the laboratories. 

While we find much to commend in the Commission’s report we offer the following 
observations on a limited subset of the Commission’s recommendations. 

Recommendation 2: Return to the spirit of the FFRDC model (stewardship, 
accountability, competition, and partnership). DOE and the National Laboratories 
must work together as partners to restore the ideal nature of the FFRDC relationship 
as a culture of trust and accountability. DOE should delegate more authority and 
flexibility to the laboratories on how to perform their R&D, and hold them fully 
accountable for their actions and results. For their part, to be trusted partners and 
advisors, the laboratories must be transparent with DOE about their planned 
activities ahead of time, as well as about their actions and results as they are carried 
out. 

The University of California strongly endorses this recommendation and would propose that 
this is an essential necessary first step to accomplishing many of the other objectives 
discussed within the report. Indeed this could be taken as the overarching message of the 
report; degradation in this trust-based relationship is at the root of many of the issues and 
challenges facing the laboratories today. The Secretary has made good progress by engaging 
the national laboratory directors but there is much more to be done to develop a more 
effective, consistent institutional approach to laboratory stewardship across the DOE. 
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It is also important that this recommendation highlight the differences across the DOE. The 
Office of Science feels a strong sense of ownership for and shared fate with their 
laboratories. This has driven the development of a consistent approach to laboratory 
stewardship and engagement with their M&O contractors that is very effective. In the NNSA, 
there is the added complication of a mix of FFRDCs and production sites across the nuclear 
weapons enterprise (NWE) and the NNSA’s efforts to establish a consistent approach to 
performance assessment across all of the sites. The laboratories as FFRDCs should be clearly 
differentiated from the production sites and subjected to a planning and evaluation process 
consistent with that used for the Office of Science laboratories. This process must be distinct 
from any NWE planning processes used to formulate the stockpile stewardship program and 
must include the long-term, strategic focus on the health and vitality of the Science, 
Technology & Engineering (ST&E) capabilities at the laboratories. 

Recommendation 3; DOE and each laboratory should cooperatively develop a 
robust annual operating plan, with specific agreements on the nature and scope of 
activities at the laboratory, and milestones and goals that are jointly established. 

Within that framework, DOE should give greater flexibility and authority to the 
M&O contractor to implement that plan. This greater flexibility must go hand-in- 
hand with greater transparency and accountability from the laboratory to DOE. 

We strongly concur with the need for a cooperative annual planning process and suggest that 
clear guidance on the proposed level of specificity would be beneficial. Such a plan should 
be created at a strategic level, with broad definition of scope, and contain a small number of 
high impact milestones and goals that are meaningful measures of performance. Ideally these 
would be part of a multi-year planning framework so that meaningful progress within a given 
year could be measured and rewarded rather than waiting for activities to come to 
completion. 

Recommendation 6: DOE should abandon incentive award fees in favor of a fixed 
fee set at competitive rates with risk and necessary investment in mind. In addition, 

DOE should adopt a broader and richer set of incentives and consequences to 
motivate sound laboratory management and enforce accountability. 

In general fees are available to M&O contractors in acknowledgement of the financial 
risks they were assuming, which have increased substantially over time. The introduction 
of a mix of fixed and performance-based incentive fee was viewed as a way to drive 
improved performance in areas of concern at the Labs. In practice, the fees serve strictly 
to motivate the M&O contractors, not the employees of the Lab for whom the fee 
represents a reduction in the amount of programmatic funding available to advance the 
mission. 

The central element of the M&O partnership is the recognition that we, along with the 
Laboratory leadership team have a strong and shared interest in the success of the 
Laboratory, Ideally this relationship is based on a shared commitment to the long-term 
health of the Laboratory and works to ensure that all necessary actions are being 
undertaken to achieve this end. In part, the fees associated with M&O contracts 
acknowledge and compensate the contractor for the risks we are assuming, which have 
increased substantially over time. UC feels strongly that any income derived from our 
M&O contracts should be reinvested to enhance and strengthen the relationship between 
the University and the Laboratories and to best position the Laboratories to address 
emerging national security threats through excellent ST&E capabilities and workforce 
pipelines. As such, the University invests our residual fee income in campus-lab research 
projects designed to foster relationships between faculty and Lab researchers, introduce 
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students to the many capabilities of the Labs thereby promoting a talent pipeline, and 
enhance the ST&E capabilities at the Labs through collaboration with world-class 
researchers across the UC enterprise. 

Today's fee structure detracts from this partnership model. A substantial portion of the fee is 
incentive fee, driven by short term, tactical objectives and disproportionately influenced by 
expectations for operational performance (vice ST&E and mission achievements). Even one 
adverse incident in operations can result in substantial impacts to both the evaluation and fee 
determination associated with ST&E and mission execution. This is extremely demoralizing 
to Laboratory staff and represents a substantial challenge to the University's effective 
participation as anM&O contractor. 

In general terms a preferred arrangement would include; a fixed fee, longer award terms to 
ensure stability for the Labs and a sustained commitment by the University as the M&O, the 
IX)E (including the Field Office and the Federal Program Leadership) and the Laboratory 
leadership team to the future of the Labs. This relationship based entrust and a shared 
commitment to success, rather than any fee or award term structure, is the critical element of a 
successful M&O contract. 

In considering fee arrangements for national laboratory M&O contracts, it is important to 
distinguish between fees paid to commercial/industrial contractors for specific procurements 
and fees for the operation of FFRDCs. FFRDCs are required to operate in the public interest 
and must be isolated from shareholder interests. The criteria for earning fee should be 
structured with this in mind, thus avoiding the creation of conflicts with the public interest. 


Recommendation 7: DOE should give the laboratories and M&O contractors the 
authority to operate with more discretion whenever possible. For non-nuclear, non- 
high-hazard, unclassified activities, DOE should allow laboratories to use Federal, 

State, and national standards in place of DOE requirements. DOE should review and 
minimize approval processes. 

The University of California is unique among M&O contractors in managing classified, high- 
hazard activities at two of the nation's nuclear weapons and broader national security labs, 
while also managing unclassified, non-high-hazard R&D at one of the world's pre-eminent 
science labs. We understand in all of its many dimensions how different the operating 
envelopes of these two kinds of enterprises are. For that reason, we strongly support the 
Commission's Recommendation 7 to allow non-nuclear, non-high-hazard, unclassified 
activities to use existing Federal, State, and national standards in place of DOE requirements, 
wherever appropriate, and regardless of whether such activities are conducted at a science lab 
or a nuclear weapons/national security lab. 


Recommendation 9: DOE should focus on making the use of CAS more uniform 
across the laboratories. DOE local overseers should rely on information from the 
CAS systems, with appropriate validation, as much as possible for their local 
oversight. The quality of CAS can be increased through peer reviews for 
implementation and effectiveness. 

The University supports this recommendation. Currently, there is no coherent and uniformly 
accepted set of expectations for an appropriate CAS. When a CAS is accepted and 
implemented, there is often reluctance on the part of DOE to rely on such system, resulting in 
inefficient redundancies associated with the “checker checking the checker.” 
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Recommendation 10: The role of the site office should be emphasized as one of 
“mission support” to the program offices at DOE and to the laboratories. The site office 
manager should be clearly responsible for the performance of the site office in support of 
the mission, and all staff in the site office, including the Contracting Officers, should 
report to the site office manager. Since site office effectiveness is so dependent on site 
office leadership, DOE should devote more effort to leadership training and professional 
development of field staff. 

The University fully concurs. Contracting Officers frequently are not answerable to their 
respective site offices, and the reporting relationships of the Contracting Officers are 
variable throughout the Department. Aligning site office functions, including Contracting 
Officers, under the site office manager would benefit mission execution and promote 
uniformity within the Department. 


Recommendation 16: Other DOE program offices should adapt to their contexts the 
procedures and processes that DOE’s Office of Science has in place for guiding and 
assessing the alignment of the laboratories under its stewardship with DOE’s missions 
and priorities. 

We strongly agree that the Office of Science approach to laboratory stewardship has much to 
commend it, in particular their strong sense of ownership and shared fate with their 
laboratories. However, it is important to note that it is not the processes that make the system 
effective but rather their embrace of the role of the FFRDCs in the execution of their 
missions that makes the Office of Science model an exemplar. Absent that commitment to 
the trusted partnership between the government and its FFRDCs it is unlikely that any 
process will result in a more favorable outcome than present. 


Recommendation 19: The Commission strongly endorses LORD programs, both now 
and into the future, and supports restoring the cap on LORD to 6 percent unburdened, or 
its equivalent. The Commission recognizes that in practice restoring the higher cap will 
likely only impact the LORD programs of the NNSA laboratories. 

We strongly concur with this recommendation and the endorsement of the strategic 
importance of LORD to the laboratories. It is mentioned in the report text that LDRD plays a 
different role in the NNSA laboratories, where their funding is strongly dominated by 
mission-focused research and development, than in the Office of Science laboratories, where 
basic research is the focus. This important distinction would have more impact if it were 
highlighted within the recommendation itself rather than as part of the supporting 
commentary. 

Recommendation 20: DOE should manage the National Laboratories as a system having 
an overarching strategic plan that gives the laboratories the flexibility to pursue new lines 
of inquiry, so long as the research aligns with mission priorities. Once the research has 
matured to the point that a preferred or most promising approach can be identified, the 
Department should provide strategic oversight and guidance, including expert peer 
review, for the laboratory system to coordinate and potentially consolidate their programs 
to achieve the most effective and efficient use of resources. 


We strongly concur with the recommendation for the DOE to create an overarching strategy 
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for the national laboratories as a system. The system as it is currently constructed already has 
incentives in place to foster collaboration across the sites and to stimulate competition in 
areas where the technical and/or programmatic risks are high and a preferred approach has 
not emerged. While this can be strengthened, too much focus on eliminating perceived 
duplicative effort could be extremely detrimental to the health and vitality of the laboratories. 
Intellectual competition is the cornerstone of scientific excellence. Furthermore, it is often 
the case that research that appears duplicative at a high level is quite different when viewed 
up close. The DOE and all of its laboratories should strive for effective and efficient use of 
resources but a small sacrifice in efficiency may provide a marked increase in flexibility and 
creativity within the system. Tightly constrained budgets and the accompanying program 
scrutiny and review processes are already decreasing the laboratories’ ability to invest in 
highly speculative research, which does not come with a guarantee of success or clear 
program milestones. Enhancing the incentives within the system to drive consolidation could 
unintentionally amplify this trend. 

Recommendation 21: Congress should recognize that the technical capabilities currently 
housed within the NNSA laboratories are essential to the Nation. Maintaining the nuclear 
explosive package capabilities in separate and independent facilities has proven effective 
and should continue, thereby providing senior decision makers the highest possible level 
of confidence in the country’s nuclear weapons stockpile. 

We strongly concur with this recommendation. The University of California has helped 
to steward LLNL and LANL as they, in partnership with Sandia National Laboratories, 
have successfully sustained the U.S. nuclear deterrent over more than 7 decades. The 
system of independent design laboratories and intense peer review has served the 
nation extremely well and served to identify and resolve a host of highly complex 
technical challenges that could have impacted U.S. national security. It is also essential 
to acknowledge that sustaining those technical capabilities requires the same kind of 
stewardship and investment in the ST&E foundations of the laboratories that the other 
DOE laboratories require and that they should be treated as full partners in the 
community of national laboratories within the DOE. 

Recommendation 22: DOE should establish policies and procedures to make the Work 
for Others (WFO) process more efficient, especially for work that is consistent with the 
annual operating plans, such as institutionalizing ongoing efforts to streamline the 
contracting process through more consistent use of umbrella WFO agreements and 
oversight mechanisms dedicated to shortening the timeline of the approval process; 
encouraging greater use of personnel exchanges and “customer relationship managers”; 
and creating a central point of contact in DOE headquarters to field questions from WFO 
customers about where specific capabilities lie within the laboratory system. 
Recommendation 23: DOE should support efforts to strengthen the Mission Executive 
Council. 

We agree that efforts should be undertaken to streamline the WFO process within the DOE, 
particularly enhanced and consistent use of umbrella agreements. We also believe it is important 
that WFO partners continue to foster relationships with the individual laboratories where they 
sponsor work and DOE not seek to take ownership of this process. Consistent with earlier 
recommendations to provide the laboratories with more flexibility it is important that they are 
given the latitude to develop appropriate WFO activities to enhance their technical capabilities, 
develop staff and to support important needs of agencies across the government in their role as 
FFRDCs. Creating a central DOE point of contact without clear expectations about the 
relationship to the individual laboratories could create unintended confusion for other agencies 
and diminish the laboratories ability to manage these relationships effectively. 
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On the other hand, a strengthened Mission Executive Council could provide much of this 
function by educating other agencies about the capabilities of the laboratories and deveioping 
strategic focus areas that could be pursued in a multi-agency, multi-laboratory approach. It also 
can provide effective interagency coordination, a shared view of the value of the FFRDCs across 
the government and identify opportunities for co-investment and/or advocacy by other agencies 
to help ensure the vitality and effectiveness of the laboratories. This approach avoids creation of 
(or perception of) a DOE ‘broker’ for WFO but enables the process to be better understood and 
potentially more strategic. 


Recommendation 24: DOE and its laboratories should continue to facilitate and 
encourage engagement with universities through collaborative research and vehicles 
such as joint faculty appointments and peer review. 

The University agrees. Science and technology (S&T) excellence is the defining quality for 
the three UC-affiliated DOE Laboratories. The University uses fee earned from its 
participation in governance of the labs to support collaborative research activities. 

Rigorous and on-going applications of independent peer reviews ensure that S&T remain the 
core strength at the Laboratories. UC has applied the principles of peer review across both 
the S&T and operations areas to maximize the Labs’ ability to impact 
the complex missions across the national security space. UC faculty 
scientists contribute to the quality of peer reviews by participating as members of the 
Labs’ capabilities review committees and the S&T oversight committees for the M&O parent 
organizations. Joint faculty appointments are also an important element at the UC-affiliated 
labs. The total number of joint UC faculty appointments for the three Labs is around 260. 


Recommendation 33: DOE, the laboratories, Congress and 0MB should actively work 
together to identify appropriate situations and methods for utilizing innovative financing 
approaches, such as third-party financing, enhanced use leases, and other methods, 
including State funding, gifts, and leveraging partnerships with other Federal agencies. 

The University agrees with this recommendation and recommends its strengthening. The 
University owns much of the real property at the Berkeley Lab, and it has been free of many 
of the restrictions (e.g., DOE Orders) that impede or constrain contractor capital investments 
at other labs. Accordingly, the University has been able to invest in capital improvements in 
ways that other labs cannot, and this investment has greatly benefited both DOE the Berkeley 
Lab. Current rules dis-incentivize contractor and third-party capital investment. The 
rules/restrictions frequently are premised on the desire for “near-zero risk” and fail to 
consider the long-term viability and mission of the laboratory complex. In light of the 
current budget environment and long-term capital investment needs of the laboratories, the 
University advocates the strengthening of this recommendation by calling on the parties to 
reconsider and reevaluate the rules and restrictions (and their underlying assumptions) 
associated with alterative financing for capital improvements at the laboratories. 


Recommendation 36: A standing body should be established to track implementation of 
the recommendations and actions in this report, and to report regularly to DOE, the 
laboratories, the Administration, and the Congress on progress, results, and needed 
corrective actions. The standing body could assist Congressional committees in 
developing a rational plan for future evaluations of the DOE laboratories. 
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The University concurs. The make-up of this standing body is crucial, and should include 
representatives of relevant stakeholder communities, including the M&O contractors, to 
ensure that a broad variety of perspectives on actions and their results are solicited. 
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Booz I Allen | Hamilton 

Booz Allen Hamilton Inc, 
8283 Greensboro Drive 
McLean, V A 22102 

Tel 1-703-902-5000 
Fax 1-703-902-3333 
www.boozallen.com 

September 25, 2015 
Via Electronic Mail 

Commission to Review the Effectiveness of the National Energy Laboratories 
1 000 Independence Avenue, S W 
Washington, DC 20585 

Attn: CRENEL@hq.doe.gov 

Subject: Booz Allen Hamilton Response to DOE’S request for comment on the Draft Final Report - 

Commission to Review the Effectiveness of the National Energy Laboratories (CRENEL) 

Reference: Draft Final Report — CRENEL 

Dear Commission Members and Staff, 

Booz Allen Hamilton is pleased to submit comments to the Draft Final Report - CRENEL; we applaud 
the Commission’s effort and believe the report is both comprehensive and thought-provoking, Booz 
Allen welcomes the opportunity to further discuss any of our suggestions in greater detail. 

Questions may be addressed to Mr. Gary Rahl at Redacted or to me at Redacted. 


Sincerely, 


Richard J. Goffi 
Vice President 



BOOZ ALLEN HAMILTON INC. 


Enclosure 
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Comments on Commission to Review the Effectiveness of the National Energy Laboratories 

Draft Report 

Booz Allen thanks the Commission for requesting comments on this draft review of the effectiveness of 
the national energy laboratories. The Commission should be commended for such a thorough output. 
While we agree with many of the recommendations, we have some additional considerations for the 
Commission on their analysis of the role and nature of the M&O contractor and howto incentivize 
performance and stewardship of these national assets. 

Mixed messages on the role of the M&O contractor: The Commission should consider acknowledging 
the subtle differences between the M&O contractor and the laboratory, as an entity in of itself. It Is 
clearly stated that the laboratory should be viewed as a partner, trusted advisor and disinterested party; 
however, there are mixed messages in this report as to the role of the M&O contractor. As the 
Commission suggests, these two entities are intertwined; however, they are not inextricably linked. This 
message should be made stronger. For example, in Volume 2, page 17, the Commission suggests in an 
Ideal state; "The laboratory is answerable only to the government customer" and while that may be true 
forthe laboratory alone, it is definitely not the case for the M&O contractor, as suggested with the 
Commission's use of the term "FFRDC/M&O" in that same paragraph. The M&O contractor, as a 
separately organized entity, is ideally answerable to its customers, partners, shareholders and the public 
at large (through the local, state and federal government). The Commission should consider plainly 
describing these differences and the relationship between the laboratory and its M&O contractor, along 
with ensuring the terms laboratory, M&O contractor and FFRDC are not used interchangeably 
throughout the report. 

The Nature of the M&O contractor: In our experience as an M&O contractor and analysis of existing 
and previous M&O contracts, the DOE has created an apparent dichotomy between the laboratory 
management and their M&O corporate parent(s). The contracts have been structured to ensure great 
laboratory management but do little in the way to involve the parent organization(s). Laboratory 
management, while extremely important to the day-to-day operation and strategic direction of the 
laboratory, should not be solely accountable as the M&O contractor. It is unclear in this report if the 
Commission sees value In the parent organization outside of taking on the risks and liabilities of the 
laboratory. In reality, the parent organization can drive improvement In the asset and ensure high 
performance across the enterprise; but only if this involvement is valued. The Commission should 
ensure that their report reflects this important role by calling on both the laboratory management and 
their respective parent organizations to aid In the Improvement of the laboratory system. 

Comments on Incentive Fees: The incentives structure is a key mechanism for contractually aligning the 
government and its partner. It seems that the Commission agrees that a misaligned fee structure can 
cause the M&O contractors to be viewed as "absentee landlords" - receiving what is seen as high fees, 
for what amounts to little involvement. While a fixed fee only model has merits, particularly for single- 
program laboratories that require little to no parent organization, Booz Allen would like to offer an 
alternative model that aligns with the public interest and equates the return on the government's 
investment with the involvement, as well as the risk, taken by the corporate parent. DOE officials have 
stated that facilities should be managed in alignment with their mission needs, along with the 
understanding that the contractor manages risks appropriately. As shown by previous incidents, 
however, tying risk to fee does not necessarily preclude risky scenarios from occurring. To help avoid 
future safety/security failures, safe and secure operations could be considered a baseline for the 
existence of a contract, and the risk level of the operations could be held in check by award term 
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extensions rather than fee. If the government would like to still reward high performance within the 
laboratory, the NNSA could build a performance fee used solely within the laboratory operations (e.g., 
employee incentives, additional internal research and development). This set of incentives aligns the 
interests of the public with laboratory performance as a singular entity. The government can then use 
incentives for the corporate parent to align across the enterprise and in the national arena - with fees 
tied to strategic initiatives and high priority deliverables. Tying fee to the corporate parent's 
involvement and performance would attract competition, compensate for risk taken by the corporate 
parent, and offset unallowable costs. 

The Commission should consider modifying Recommendation 6 to read: 

"DOE should abandon incentive award fees that detract from the alignment between the DOE and M&O 
contractor. A fixed fee set at competitive rates with risk and necessary investment in mind should be 
considered for single-program laboratories that require little to no parent organization. In addition, DOE 
should adopt a broader and richer set of incentives and consequences to motivate sound laboratory 
management and accountability, along with corporate parent involvement in the enterprise-wide 
laboratory system." 
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Commission to Review the Effectiveness of the National Energy Laboratories 
Draft Final Report Public Comments by 
Pacific Northwest National Laboratory 
September 24, 2015 


Section I - General Comments 

1. Throughout the draft report statements are made implying that trust is uniformly broken 
between DOE and the National Laboratories. Our observation, and experience at PNNL, is that 
the trust between DOE and the National Laboratories stewarded by the Office of Science is 
strong. 

2. The draft report recommends that DOE and the National Laboratories develop annual operating 
plans. In light of the success demonstrated by the Office of Science's planning and performance 
management (PEMP) processes we do not see the value in adding another level of planning 
detail. Instead, we support the Commission's recommendation that the Office of Science's 
planning and performance management processes be adopted by the entire DOE, 

3. In Volume 2 of the draft report, the Commission notes that PNNL receives only 20% of our 
funding from our steward, the Office of Science. The unstated implication is that, as a result, 
the Office of Science has proportionately less ability to influence our strategic priorities. On the 
contrary, the comprehensive and interactive nature of the Office of Science's planning and 
performance management processes ensures that our institutional priorities are strategically 
aligned with those of the Office of Science, and of DOE. In addition, our ability to leverage a 
diverse set of funding sponsors enables us to have an increased impact on DOE and National 
priorities. 

4. In Chapter 5 - Findings and Recommendations, the Commission recommends that the National 
Laboratories track the laboratory level of effort for all assessments. In light of our recent 
experience doing this at the request of the SEAB, we do not believe that the effort it takes to do 
this returns commensurate value to the institution. Instead, we believe that It is better to utilize 
the risk-based approach to assessments as articulated in our Contractor Assurance System. 

5. We agree with the Commission's recommendation (f/19) that LDRD be unburdened, but 
disagree that the impact will be limited to the NNSA laboratories. Unburdening LDRD will allow 
either increased investment or a lowering of rates at all of the National Laboratories. 


Section II - Factual Corrections 

1. On page 98 (Volume 2); third paragraph down, the report references PNNL's "Timekeeping and 
Travel and Property M&O Program." This is reaily two M&O Programs: Timekeeping and Travel; 
and Property. Because of the content of this paragraph applies only to the Property M&O 
program, reference to the Timekeeping and Travel Program should be removed. 
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2. The same reference is made in the second paragraph of page 99 (Volume 2), and in the first 
paragraph of page 101 (Volume 2), and again, reference to the Timekeeping and Travel Program 
should be removed. 

3. The same reference is made in the figure caption for Figure 18 (Volume 2). Because the details 
of Figure 18 refer to both programs the caption should be changed to reflect the fact that these 
are two separate programs. 

4. On page 157 (Volume 2 ], Footnote 210 should be modified to include PNNL among those labs 
participating in the multi-lab Grid Consortium. In fact, as noted in the text, PNNL is co-leading 
that Consortium with NREL. 
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RESULTS OF SAVANNAH RIVER NATIONAL LABORATORY (SRNL) TECHNICAL ACCURACY REVIEW OF 

DRAFT FINAL REPORT OF 

THE COMMITTEE TO REVIEW THE EFFECTIVENESS OF NATIONAL ENERGY LABORATORIES (CRENEL) 

September 2015 


VOLUME/PAGE 

TABLE/FIGURE 

CHANGE 

Volume 1, page 5 

Table 1 

SRNLSurfget/rom DOE IFY20Uj is $204M (rather than $15M) 
SRNl Total Budget (FY 2014) should be$231M (rather than 
S215M) 

Volume 2f page 4 

Table 1 

SRNL Budget /rom DOE (FY2014) is $204M (rather than $15M) 
SRNL Total Budget (FY 2014) should be $231M (rather than 
$215M) 

Volume 2, page 31 

Table 5 

Number of Contract Clauses for SRNL should be 

• H'Clauses: 66 (rather than 62) 

• 1-Ciauses: 63 (rather than 25) 

• DEAR: 38 (rather than 33) 

• Directives: 90+ (rather than 40) 

Volume 2, page 46, 51, 55, and 
other pages throughout report 


The term Work for Others (WFO) has been replaced by 

Strategic Partnerships Program (SPP). 

Volume 2, page 181 

Figure 31 

SRNL WFO as a Percentage of Average Total Budgets FY 2009- 
FY 2013 should be 15.76% (rather than ~<3%) 

Volume 2, page 195 

Table 31 

Mechanisms for Technology Transfer should include for EM 
technology deployment by a contractor as direct pathway 

Volume 2, page E-12 

Figure 59 

SRNL budgets from DOE in this figure should be 

FV04: $122M (rather than $373.4M) 

FY05: $120M (rather than $67.4M) 

FY06: $123M (rather than $73.0M) 

FY07; $133M (rather than $105.4M j 

FY08; $140M (rather than $83.7M) 

FY09: $154M (rather than $607.3M) 

FYIO: $164M (rather than $76.4M) 

FYll: $140M (rather than $73.9M) 

FY12: $138M (rather than $5.1M) 

FY13: $184M (rather than $19.1M) 

FY14: $204M (rather than $14.2M) 

Volume 2, page F*1 


SRNL Budget from DOE (FY2014) should be $204M (rather 
than $14M) and the Available Fee as % of DOE Budget is 2.33% 
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Email received from NREL 


Volume 1 


Accuracy Comments: 


Page 

Paragraph 

Comment 

11 

1 

"stewarding industrial or university partner" - statement does not recognize that 
some labs are stewarded by non-profit research organizations. 

22 

Last 

The sentence referencing Fig. 4 — should substitute the word "a" for the word "the" 
as this represents the perspective of one lab 

23 

Table 

The table is not well explained to clarify what the column headers mean 

24 

Last 

...EERE policy decreased the number of milestones per project to one per quarter... 
This is not accurate. Prior to FY14, we had fewer than one milestone per quarter. 

The implementation of one per quarter greatly increased the number per program. 
EERE is working to remedy this by moving to larger projects and by parsing the types 
of milestones to be "progress milestones" versus "outcome milestones". This is still 
a work in progress, but the overall number of milestones that needs to be tracked 
continues to be the same. 


Accuracy Comments 


Volume 2 

180 

Footnote 

239 

The DoD investment was not just energy efficiency work, it was also renewables and 
microgrids 

226 

Table 35 

Shows no leased space for NREL. This is not correct 

E-8 


List of core capabilities needs to be corrected. ESi is listed twice. We should be 
consistent with the eight in our 5 Year Plan. 
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Email received from Rick Hoss, IG 


Thanks for your work on this effort. The report provides a number of meaningful 
observations/recommendations that could help improve the effectiveness of the National Energy 
Laboratories. 

My comments relate primarily to the numerous references in the report to "audits" performed by 
various entities. While a variety of entities (Headquarters staff/program offices, field/site offices, etc.) 
perform program/compliance reviews, the Office of inspector General is the organization primarily 
responsible for performing audits within the Department. Readers may be confused when efforts that 
are actually program reviews are referred to as "audits," 

I also noted a passage on page iv where some clarification is necessary. The statement, "DOE should 
also utilize a risk-based model with meaningful stakeholder engagement when developing new 
requirements and conducting audits," could lead one to conclude that the Office of Inspector General 
does not use such an approach when planning and conducting audits. As we described to the 
Commission members that visited us, we employ an extensive risk-modeling/ranking process for 
planning and conducting audits. We also continually seek to avoid duplication of work performed by 
both external and internal oversight organizations. 

Thanks for your consideration of these comments. 


Rick Hass 

Deputy 16 for Audits and Inspections 
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Warren, Jermaine M (CONTR) 


From: 

Sent: 

To; 


Cc: 

Subject: 


Van Dyke, Henry 

Wednesday, September 23, 2015 1:06 PM 

Dinardo, Katherine (CONTR); Felton, Niquie (CONTR); Gerbsman, Jason; Megary, Sue; 
NA-50 Correspondence; Perry, Rhanika (CONTR); Rhoads, Patrick; Mclaurin, Jasmine 
(CONTR); Lee, Yolanda 

Cole, Frances; TuKis, Cath^ Mccuen, Anna; Barnes, Doreen 

RE: NAES Collaboration: IDRMS 2015-02289 - Request for Concurrence; Technical 

Comments Requested on the Draft Final Lab Commission Report 


NNSA GC has no legal comments but offers the following edit: 

P.5, footnote. 

“Budget from DOE from Budget from DOE figures are from the DOE FY 2016 Budget Justification” 


Sent witli Good f www.gOQd.com') 


Original Message 

From: Dinardo, Katherine (CONTR) 

Sent: Friday, September 1 1, 2015 08:45 AM Eastern Standard Time 

To; Felton, Niquie (CONTR); Gerbsman, Jason; Megary, Sue; NA-50 Correspondence; Perry, Rhanika 
(CONTR); Rhoads, Patrick; Mclaurin, Jasmine (CONTR); Lee, Yolanda; Van Dyke, Henry 
Cc: Cole, Frances; TuUis, Cathy; Mccuen, Anna; Barnes, Doreen 

Subject: NAES Collaboration: IDRMS 2015-02289- Request for Concurrence; Technical Comments 
Requested on the Draft Final Lab Commission Report 


«HQ-#539502-vl-DOE Lab Commission_VoIume_2 DRAFT.PDF» 
«HQ-#539501-vl-DOE'’LabICommission_Volume rDRAFT.PDF» 
«HQ-#539504-vl-rncoming_9_10.MSG» 

The attached item is being sent to NA-10, NA-50, NA-EA& NA-GC for review, concurrence and to recommend collaboration by 
NA-t. 


It is the responsibility of all program offices to let NAES know exactly who concurred either through a forwarded email, attached 
concurrence, copying the concurring officer on the email or letting NAES know that the concurrence is in IDRMS. 

It is due to NAES COB 9/17/2015. Please reply all to this email on your acceptance of this collaboration and with your concurrence 
response. 


1 
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• Pages 250 to 279 should be read in their entirety to ensure we ail have the same baseline for moving 
forward. 

• Page 268-269: 

UPF will be located atNNSA’s Y-1 2 National Security Complex to s tore and process enriched u ran i u m -in - a -si ngl e 
centra l iz e d area currently performed in a 70 year old facillQ'. This will support the nuclear weapons program, 
nuclear nonproliferation and provide uranium as feedstock For fuel for naval reactors. The UPF cost estimates have 
escalated: at CD-0, the cost range was $600 million to $1.1 billion; at CD-I, the range estimate was $47+4.2 billion 
to $6 t 4 6.5 biliion.360 

While UPF is not located at a laboratory, NNSA tasked a group - ofjffbo r a tef= y -st aff m e fflb e r s te chartered a review 
the project’s cost, schedule, and scope challenges led by the QN1?L manager, and made up of subject matter experts 
from across the DOE complex. In its final report, the-l ab e rotory “Red Team” agreed with the project team’s 
proposal that conclud e d thot the facility did not have to be a single big box facility but ratlier could be a series of 
smaller, segregated facilities designed and constructed to meet individual safety and security cnteria.36i The “Red 
Team” afRrmed the project team’s plan to p e Gomm e nd e d minimizing the nuclear footprint, building non-nuclear 
buildings where appropriate, and using existing infrastructure at Y-12. The report concludes that the cost of the new 
approach will be at the high end of the CD-I cost range — $M-6.5 billion. NNSA plans to continue to refine the final 
project cost and schedule baseline following 9Q-percent completion of the design. 

— Original Message — 

From: Dinardo, Katherine (CONTR) 

Sent: Friday, September 11, 2015 11:16 AM 

To: Dickenson, Howard; Dunne, Claire; Fresco, Laura (CONTR); 6il, Jose (CONTR) 

Cc; Cole, Frances; Tullis, Cathy; Burris, Maryhelen (CONTR); Viars, Joy (NNSA) 

Subject: FW: NAES Collaboration: IDRMS 2015-02289 - Request for Concurrence: Technical Comments Requested on the 
Draft Final Lab Commission Report 
Importance: High 

NA-APM & NA-MB/Dickenson are being added for concurrence. 

— Original Message — 

From: Dinardo, Katherine (CONTR) 

Sent: Friday, September 11, 2015 8:45 AM 

To: Felton, Nlquie (CONTR); Gerbsman, Jason; Megary, Sue; NA-50 Correspondence; Perry, Rhanika (CONTR); Rhoads, 
Patrick; Mclaurin, Jasmine (CONTR); Lee, Yolanda; Van Dyke, Henry 
Cc: Cole, Frances; Tullis, Cathy; Mccuen, Anna; Barnes, Doreen 

Subject: NAES Collaboration: IDRMS 2015-02289 - Request for Concurrence: Technical Comments Requested on the 
Draft Final Lab Commission Report 
Importance; High 


The attached item is being sent to NA-10, NA-50, NA-EA & NA-GC for review, concurrence and to recommend 
collaboration by NA-1. 


ft Is the responsibility of all program offices to let NAES know exactly who concurred either through a forwarded email, 
attached concurrence, copying the concurring officer on the email or letting NAES know that the concurrence Is in 
IDRMS. 


2 
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OFFICE OF MANAGEMENT -TECHNICAL COMMENTS ON DRAFT CRENEL REPORT 

CHAPTER 3 - CONTRACT REQUIREMENTS 

1. Page 66 - The Director of the Office of Management (MA-1), as Chair of the DRB, has the 
authority to recommend cancellation of directives and/or their requirements. However, 
MA-1 cannot unilaterally cancel requirements. 

2. Page 66 - Technical Standards are not requirements unless they are invoked in an Order. 

At that time, invoked technical standards are reviewed for applicability. 

3. Page 66 - Requirements and guidance are already clearly separated within the Directives 
System. Separation between mandatory requirements and non-mandatory guidance may 
be needed outside of the Directives system. If a technical standard is invoked, it becomes a 
mandatory requirement and is reviewed as such. Contractor Requirements Documents 
include all relevant contractor requirements. 

CHAPTER 9 - DIVERSE SUPPORT OF OTHER AGENCIES 

1. DOE issued regulations changing the name of "Work for Others" to "Strategic Partnership 
Projects." All references to "Work for Others" (WFO) should be changed to "Strategic 
Partnership Projects" (SPP). 

CHAPTER 14 - FACILITIES AND INFRASTRUCTURE 

1. Volume 1, Section 6.B, 4"' paragraph, page 47 & Volume 2, section 14.B.l.a, paragraph 2, 
page 234- While all laboratories have deferred maintenance, three laboratories (out of the 
17) hold-approximately 64% (S1.4B) of the deferred maintenance (S2.2B). Of the three, one 
laboratory accounts for 29% (S608K) of the deferred maintenance balance. 

2. Volume 1, page 51, Table 10 - Please include under "Source: Data provided by DOE from the 
Facilities Information Management System (FIMS) database, FY 2014 Snapshot." This will 
provide consistency with Table 35 in Volume 2 and data repeatability in the future, if 
necessary. 

3. Volume 2, Section 14.A.1, page 225 - The quantities will need to be updated. Page 46 of 
Volume 1 will also need to be updated. See Comment 4 below for additional information. 

4. Volume 2, Section 14.A.1, page 225 - As presented. Table 35 does not include information 
on condition. It indicates the amount of maintenance and repairs that have been deferred. 

5. Volume 2, Table 35, page 226 - It appears the table in the report was based on preliminary 
data and not the finalized data. For convenience and to ensure the correct information is 
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used, we have included the finalized table and updated it to include the following footnotes 
for ORNL and SRNL, respectively: 

• Land assets for the Oak Ridge National Laboratory (ORNL) are managed by the Oak Ridge 
Office and are not specifically assigned to ORNL. 

• The Savannah River National Laboratory (SRNL) is located at the Savannah River Site 
(SRS). The SRS is comprised of almost 198,000 acres (approximately 310 square miles) of 
DOE Owned land and supports facilities assigned not only to the SRNL but also other DOE 
Program Offices. While the Site maintains a single land record in FIMS, approximately 35 
acres is managed by the SRNL contractor. 

6. Volume 2, Section 14.A.3, page 228, 1” paragraph, sentence - "Institutional Plant 
Projects" should be "Institutional General Plant Projects". 

7. Volume 2, Section 14.A.3, page 228, 1^' paragraph, 4*'’ sentence - "...maintenance or light 
renovation of existing facilities." Should be "maintenance, renovation of existing facilities, 
or construction of new facilities." To ignore new construction would be inaccurate. 

8. Volume 2, Section 14.A.3, page 228, 2""* paragraph - The paragraph leaves the reader with 
the impression that RTBF, SLI, FIRP and RAMP are or were line item type funding programs. 
Suggest restructuring the paragraph. 

9. Volume 2, Section 14.A.3, page 228, 3^'’ paragraph - The sentence "...the Federal 
government does not use a capital budget..." appears to be contradicted by the later 
statement "... capital projects are segregated in a capital budget and depreciation on 
Federal capital assets is reported in the regular budget" 

10. Volume 2, Section 14.A.4, page 232, 2"'’ paragraph - NNSA did not modify DOE 0 430.1B. 
They simply expanded their reporting time period by an additional 15 years to cover a 
planning period of Twenty-Five Years. NNSA's requirements were in addition to but not in 
lieu of the requirements if DOE 0 430.1B. 

11. Volume 2, Section 14.B.l.b, page 234, 1" paragraph, 2"'* sentence - The natural conclusion 
of the facilities life cycle is Disposition. The D&D referenced in the paragraph is done in 
order to dispose of the asset via demolition, sale, transfer, etc. Often, if the asset is 
contaminated (particularly process contaminated), the end state of the DSiD process will be 
demolition. 

12. Volume 2, Section 14.B.l.b, Figure 39 -The Facilities Information Management System 
(FIMS), the Department's official real property database, does not support the information 
provided in Figure 39. The presentation referenced by the table provides forecast values not 
current, actual values. Since all assets will become excess at some point in the future, use 
of this chart as currently presented without timelines, reference to projections, etc. is 
misleading. For DOE official real property data, data sourced from FIMS should be used. 
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According to FIMS, FY 2014 snapshot: 

• ANL has 0 Square Feet (SF) 

• ORNL has 226,028 SF 

• BNL has 47,011 SF 

• LBNL has 55,756 SF 

13. Since this is meant to be a public document, recommend consistency in how laboratories 
are referenced throughout the document. An example is Jefferson Lab. The following are 
some examples of terms are used to refer to Jefferson Lab in the two volumes JLab, Thomas 
Jefferson, Thomas Jefferson National Accelerator Facility, and TJNL. Other sites have similar 
issues but not as drastic - example ANL and Argonne. 
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Email received from EERE 


Volume 2 

Page 5. "DOE is unique among Federal agencies in how it funds research. Rather than 
focusing solely on proposals driven by a single principal investigator, the Department 
also funds both large-scale multidisciplinary research and large expensive facilities that 
universities and industry are unable or unwilling to invest in. ” 

Multidisciplinary research projects and large expensive facilities are not the exclusive 
domain of DOE. NSF established the SynBERC consortium in 2006, a > $16M 
multidisciplinary project involving genetics, protein folding, computational biology and 
regulatory scientists from several universities that focused on discovery-based 
advancements for synthetic and systems biology. NIST labs, among other federal 
laboratories, also boast of relatively large and expensive facilities and instrumentation 
that are world-class for material sciences, among other disciplines. The statement as 
written is not inaccurate, but may overstate the uniqueness of R&D models that DOE 
employs. Rather, the resources and emphasis that DOE commits for implementing these 
models as an overall percentage of total R&D expenditures to these collaborative 
research models and facilities have few peers among U.S. federal R&D agency outside of 
Defense. 

Page 52. "Figure 12. Work for Others Approval Process ". 

DOE adopted the Strategic Partnerships Program (or SPP) that renamed Work for Others 
(WFO) agreements through a DOE Order issued last November. The report should 
consistently use that nomenclature. Also, in the figure, the orange box labeled 
“Agreement is signed and approved by lab Technology Transfer Office” approval step 
positioned near the bottom right hand comer of the process flow diagram appears to be 
duplicated erroneously. 

Page 129. “For example, several laboratories noted that the Office of Science does a 
fairly good job of embedding some flexibility within their WBS; conversely, DOE ’s Office 
of Energy Efficiency and Renewable Energy (EERE) was mentioned as having the 
tightest controls on its funding and a more restrictive WBS, thereby requiring more 
compliance-related transactions within each B&R code. ” 

The EERE budget atomization phenomenon mentioned by the Commissioner is in part 
due to Congressional control differences at the approved budget level. Specific guidance 
on spending levels is occasionally prescribed within budget Conference Reports at the 
B&R codes for EERE Programs. In at least one instance in the past decade an EERE 
Program Office was asked by auditors to provide evidence of adherence to Conference 
Report spending, down to the dollar. The WBS system implemented by EERE may or 
may not align with B&R codes and act primarily as a portfolio tracking tool and 
technology classification system. By itself WBS does not cause inflexibility on lab 
funding and B&R code alignment. 
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National Nuclear Security Administration 
United States Department of Energy 
Washington, DC 20585 
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Administrator's Letter of Transmittal 

This report provides the National Nudear Security Administration's (NNSA) response to the 
Report of the Congressional Advisory Panel on the Governance of the Nuclear Security 
Enterprise, as required by Section 3134 of the National Defense Authorization Act for Fiscal 
Year 2015. My comments, as Under Secretary for Nuclear Security and Administrator, NNSA, 
have been coordinated with the Secretary of Energy. 

NNSA continues to make improvements in the leadership and management of its unique roles 
and responsibilities within the larger nuclear security enterprise; consequently we are pleased 
that much of the work that we have already undertaken and the changes that we are making 
are supported by the findings of this report. We know that we have additional work to do, and 
we are committed to making the NNSA a highly effective and continuously improving 
organization. This report highlights actions NNSA and the Department of Energy (DOE) have 
implemented or are currently underway, and addresses those recommendations of the 
Congressional Advisory Panel that we plan to pursue. 

Pursuant to statutory requirements, this report Is being provided to the following Members of 
Congress; 

• The Honorable John McCain 

Chairman, Senate Committee on Armed Services 

• The Honorable Jack Reed 

Ranking Member, Senate Committee on Armed Services 

• The Honorable Mac Thornberry 

Chairman, House Committee on Armed Services 

• The Honorable Adam Smith 

Ranking Member, House Committee on Armed Services 

• The Honorable Thad Cochran 

Chairman, Senate Committee on Appropriations 

• The Honorable Barbara A. MikulskI 

Ranking Member, Senate Committee on Appropriations 

• The Honorable Harold Rogers 

Chairman, House Committee on Appropriations 

• The Honorable Nita M, Lowey 

Ranking Member, House Committee on Appropriation 
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If you have any questions or need additional information, please contact me or Mr. Clarence 
Bishop, Associate Administrator for External Affairs, at (202) 586-7332. 

Sincerely, 

Frank G. Klotz 

Under Secretary for Nuclear Security 
Administrator, NNSA 



NNSA Comments on the Final Report of the Congressional Advisory Panel on the Governance 

of the Nuclear Security Enterprise | Page ii 
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Message from the Secretary 

The programmatic success of the Department of Energy (DOE) and its National Nuclear Security 
Administration (NNSA) in sustaining the nuclear deterrent for over two decades without 
testing, in reducing the nuclear danger by securing or eliminating a very large amount of 
weapons-usable nuclear materials, in providing nuclear propulsion for a Navy with global reach, 
and In carrying out critical nuclear analysis and counterintelligence for the Administration at 
large must be preserved and extended. To do so requires addressing governance issues that 
could compromise continued success in the coming decades or elevate costs in doing so. The 
task of evaluating these issues, which have been present since the establishment of NNSA 
fifteen years ago, and of recommending solutions was given to the Congressional Advisory 
Panel on the Governance of the Nuclear Security Enterprise, commonly referred to as the 
Augustine-Mles panel. The Augustine-Mies report to Congress provides a welcome perspective 
on the state of nuclear security governance and the key steps needed from the Administration 
and the Congress for improvement of governance for the longterm. 

The quality and collective experience of the Augustine-Mies panel members are to be 
applauded. They and their staff did a very thorough job of fact finding and objective analysis, 
in that vein, their conclusions and recommendations deserve the full attention and appropriate 
response from both the Administration/DOE/NNSA and from the Congress. This message 
represents the initial response from the Secretary of Energy and the NNSA Administrator/Under 
Secretary for Nuclear Security. 

To help frame the response, I charged the Secretary of Energy Advisory Board (SEAB) to present 
their observations on the panel report. The SEAB letter report (at Attachment), led by the 
Honorable Brent Scowcroft as chair of the SEAB Nuclear Security Subcommittee, strongly 
endorses the key Augustine-Mies findings and recommendations, thereby lending even further 
support to the Augustine-Mies conclusions from distinguished contributors to our nation's 
security over a longtime. 

The overarching conclusions of the Augustine-Mies panel are the need to "strengthen national 
leadership focus, direction and follow-through" with respect to the nuclear mission and "to 
solidify Cabinet Secretary ownership of the mission." Let me state clearly that as Secretary, 1 
place the highest priority on "ownership" of the nuclear security mission, and spend a 
significant portion of my time and energies advancing Its key goals. Further, in building the 
DOE/NNSA leadership team that includes Deputy Secretary Sherwood-Randall, Administrator 
Klotz, and Principal Deputy Administrator Creedon, the President has clearly appointed a group 
well versed and deeply engaged in nuclear security science, technology, management and 
policy. In my time as Secretary, I have seen how mission ownership has materially impacted 
NNSA directions and resources in support of key mission responsibilities. The appointment of 
Secretary Carter at the Department of Defense has further strengthened the Administration's 
nuclear security team. 
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A major conclusion of the panel was that, after evaluating several governance models, "the 
solution is not to seek a higher degree of autonomy for NNSA, because that approach would 
only further Isolate the enterprise from needed Cabinet Secretary leadership. Instead it Is 
recommended that Congress place the responsibility and accountability for the mission 
squarely on the shoulders of a qualified Secretary, supported by a strong enterprise Director 
with unquestioned authority to execute nuclear enterprise missions consistent with the 
Secretary's policy direction." We emphatically concur and would add to this that rebuilding 
national leadership focus on nuclear security will also require strengthening regular 
communications between the Secretary and the relevant Congressional leaders on the various 
policy elements that make up the nuclear security mission. As part of this, we propose to carry 
out the SEAB recommendation for a regular semi-annual report and briefing to Congress on 
progress in carrying out Augustine-Mies recommendations and updates on both progress and 
challenges in executing the mission continuously over short, intermediate and longtime 
frames. The Deputy Secretary and the NNSA Administrator will lead the group that monitors 
our progress. The group will seek input enterprise wide and also from those outside DOE, such 
as the members of the Augustine-Mies and SEAB panels. 

The panel goes on to offer important findings and recommendations about management 
practices. The panel states that "A major overhaul will be needed to transform the organization 
Into one with a mission-driven management culture," with "strong program managers focused 
on mission deliverables" and "clear accountability." The panel observes that "an arm's length, 
customer-to-contractor and, occasionally, adversarial relationship" has become too common 
and that a rebuilding of the trust that is a critical element of an FFRDC relationship is needed. I 
believe the panel Is correct in these findings. When I became Secretary, I committed to 
restoring a more strategic relationship with the laboratory directors (not just NNSA) and I 
believe that we have made progress in this direction. This has been helped with some new 
institutional structures but even more, in my opinion, by more open communications about 
how the Department should pursue its multiple missions. This has benefitted both the 
Department and the laboratories, which of course is the objective of the FFRDC relationship. 

I believe that various specific approaches to management processes are beginning to pay 
dividends, some of which are indicated in the Administrator's accompanying report. However, 
notwithstanding some progress, there is a long path to follow to reach the management goals 
laid out by the panel. The report included an apt Peter Drucker quote at the beginning of 
Chapter 3: "Culture eats strategy for breakfast." Culture change is not easy, and we do need 
such a change to restore primary focus on collaborative mission accomplishment throughout 
the system, with mission support In its very important role of helping that accomplishment take 
place safely, securely and efficiently. This applies both to labs and to other nuclear sites. 

Culture change requires strong trusted relationships advancing sound risk management 
understood by all levels of the organization. This will take some time, and certainly any 
progress that we make over the next couple of years needs to have roots deep enough to cross 
different management styles and managers. Our DOE enterprise-wide team will continue to 
work hard to set the right directions. 
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The final major set of recommendations Involved strengthening "customer collaboration ... and 
a shared view of mission success." This refers principally to the DoD-DOE relationship with 
regard to the deterrent. Here again there are examples of progress, such as a better 
functioning Nuclear Weapons Council, but there are also specifics on which we clearly need to 
improve, such as streamlining how work is done for other national security agencies (DoD, 
Intelligence, DMS), even though the report does note considerable satisfaction as to how many 
capabilities and services are provided by the DOE laboratories and sites. However, there Is an 
Important point here on which I disagree with the panel. The report consistently refers to a 
"customer" relationship between DoD and DOE. This framing of the relationship is actually at 
the root of some tension. The two agencies have synergistic responsibilities for supporting our 
country's nuclear defense posture and the President and Congress ultimately have 
responsibility for allocating resources for maintaining our national security. Furthermore the 
nuclear security mission Is broader than deterrence, including the nonproliferation, naval 
propulsion. Intelligence and environmental cleanup missions that reside with DOE. None of this 
excuses either DoD or DOE from carrying out its responsibilities in the most cost effective 
fashion, but the framework for discussion should be optimization of our national security needs 
among several agencies with complementary capabilities. DoD is not our customer, and we are 
not a vendor; together we bear the serious responsibility to deliver a safe, secure and effective 
deterrent for the American people. 

The accompanying report from Administrator Klotz provides more detailed responses to the 
Augustine-Mies recommendations. I repeat that we are very appreciative of the panel's work 
and of its thoughtful findings and recommendations. The panel lays out a challenging agenda, 
and we welcome It as an Important contribution to assuring our country's nuclear security for 
the long term. We look forward to working with the Congress and with other stakeholders on 
implementation. 


Sincerely, 



Ernest J. Moniz 
Secretary of Energy 
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Executive Summary 

This report provides the Department of Energy (DOE)/Natlonal Nuclear Security 
Administration's (NNSA) comments with respect to the November 2014 Report of the 
Congressional Advisory Panel on the Governance of the Nuclear Security Enterprise, A New 
Foundation for the Nuclear Enterprise, as required by Section 3134 of the National Defense 
Authorization Act for Fiscal Year 2015. 

The Department of Energy (DOE) and the NNSA express their deep appreciation to the 
members and staff of the Congressional Advisory Panel for their service and for their 
exceptional contribution to our national security in rendering their comprehensive and 
insightful report. 

DOE and NNSA have carefully reviewed the report's findings, conclusions and 
recommendations. We are pleased that the report recognizes many of the successes that the 
DOE and the NNSA have achieved as we carry out our important and enduring nuclear security 
missions. Including conducting a science-based Stockpile Stewardship Program to annually 
certify the safety, security and effectiveness of American nuclear arsenal without nuclear 
explosive testing for over 20 years. 

We also believe that the report correctly identifies and accurately describes the leadership, 
management, and cultural challenges that confront the nuclear security enterprise. To address 
these issues, the report makes 19 primary recommendations and 63 sub-recommendations to 
improve performance, efficiency and accountability-both now and in the future. Most of these 
can be Implemented under the existing authorities of the Secretary of Energy and the NNSA 
Administrator. As described In detail in the pages that follow, DOE and NNSA have In fact 
already taken a number of actions that fully align with the panel's recommendations. 

Additional steps can and will be undertaken. Informed by the work of the Congressional 
Advisory Panel, as well as other ongoing reviews. . 

NNSA is committed to working with the Administration, Congress, our partners and other 
stakeholders to address the challenges and recommendations identified by the Congressional 
Advisory Panel in a comprehensive, forthright and transparent manner. Our highly talented 
NNSA team, comprised of our federal workforce and our Management and Operating (M&O) 
and other contractor partners, is committed to continuous improvement and achieving 
excellence In ail that we do. Above all, NNSA remains dedicated to carrying out our nuclear and 
other national security missions, while being mindful of our obligation to continuously improve 
our business practices, to develop our people, and to be responsible stewards of the resources 
Congress and the American people have entrusted to us. 
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I. Legislative Requirement 

SEC. 3134. COMMENTS OF ADMINISTRATOR FOR NUCLEAR SECURITY AND CHAIRMAN OF 
NUCLEAR WEAPONS COUNCIL ON FINAL REPORT OF CONGRESSIONAL ADVISORY PANEL ON THE 
GOVERNANCE OF THE NUCLEAR SECURITY ENTERPRISE. 

Not later than 90 days after the date of the enactment of this Act, the Administrator for Nuclear 
Security and the Chairman of the Nuclear Weapons Council (established by section 1 79 of title 
10, United States Code) shall each submit to the congressional defense committees the 
comments of the Administrator or the Chairman, as the case may be, with respect to the 
findings, conclusions, and recommendations included in the final report of the Congressional 
Advisory Panel on the Governance of the Nuclear Security Enterprise under section 3166(d)(2) of 
the National Defense Authorization Act for Fiscal Year 2013 (Public Law 112-239; 126 Stat. 
2209), as amended by section 3142 of the National Defense Authorization Act for Fiscal Year 
2014 (Public Law 113-66; 127 Stat. 1069). 
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II. Introduction 


The DOE and the NNSA thank the Congressional Advisory Panel on the Governance of the 
Nuclear Security Enterprise for its in-depth analysis of the nuclear security enterprise, with 
particular emphasis on the weapons program. We are pleased that the panel recognized some 
of the considerable successes that the DOE/NNSA have achieved as we carry out our important 
and enduring nuclear security and deterrence mission. The final report makes 19 primary 
recommendations for consideration by the Administration, the DOE, the NNSA and the 
Congress. We believe that these recommendations fall into three general categories: (1) 
recommendations that could be implemented within the existing authorities of the Secretary of 
Energy and the NNSA Administrator and would not require legislative action; (2) 
recommendations that apply to the Congress or are otherwise not in the control of the 
Department of Energy; and (3) recommendations that would require legislation to implement. 
My comments will focus primarily on the first category. As will be explained below, many of 
these recommendations have already been implemented, or are in the process of being 
implemented, by DOE/NNSA. 

in May of 2013, Immediately after being sworn in. Secretary of Energy Ernest Moniz provided 
the leadership, guidance and support the Department and the NNSA needed to address and 
resolve many of the systemic problems that the panel recognized in its final report. Since that 
time, we have begun to implement many of the panel's key recommendations, particularly 
those associated with organizational and management structures; cost estimation; and 
program, project and construction management. Many of these actions have already 
demonstrated tangible results, while others will take more time to implement fully. 

The panel's report identifies a number of leadership and cultural challenges confronting the 
Department and the NNSA, many of which are well known and long-standing, but have proven 
difficult to resolve. These include identifying the correct incentive structure for the 
management and operating contractors (M&Os), as well as establishing the right level and 
focus of oversight to meet legal requirements and the expectations of our many stakeholders, 
including the American people. Other issues, such as inadequate funding for aging 
infrastructure, have lingered for over 20 years and will require the cooperation and attention of 
both Congress and the Executive branch to resolve. 

We have closely reviewed the 19 primary recommendations, as well as the 63 sub- 
recommendations, and look forward to working within the Department of Energy and with the 
Congress, the executive branch, and our stakeholders as we work to Improve NNSA's 
capabilities to meet its full national security mission set for years to come. The challenges 
before us are significant; but working with the extraordinary people of the NNSA, including the 
federal workforce and our M&O partners, we commit to address them in a comprehensive, 
forthright, and open manner. 
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Background 

Although only in existence since 1977, the DOE/NNSA traces its lineage to the Manhattan 
Project effort to develop the atomic bomb during World War II and to the many energy-related 
programs that previously had been dispersed throughout various Federal agencies. When the 
Department was formed, it brought together organizations from the Departments of 
Agriculture, Commerce, Interior, Housing and Urban Development, and Transportation, and 
absorbed the Federal Energy Administration and the Energy Research and Development 
Administration - organizations with different cultures, and with different missions. 

The end of the Cold War saw a paradigm shift in the weapons research, development and 
production mission of the DOE, a new awareness of the environmental contamination and 
waste generated during the Cold War, and a growing and evolving imperative to prevent, 
counter, and respond to nuclear proliferation at all levels. These changes have resulted in what 
the panel describes as competing priorities In the role of the nuclear enterprise. 

The priority for nuclear weapons during the Cold War was, as the panel described, the cycle of 
"design, test, and build." Since the United States voluntarily adopted a moratorium on nuclear 
explosive testing in 1992, the focus has shifted to science-based stockpile stewardship to 
support surveillance, sustainment, life extensions, and weapons dismantlement. No new 
weapons have been built or tested. 

Threats have also changed in those 20-plus years as radiological and weapons-usable material, 
technology, and expertise became more pervasive. As a result, the need to focus on controlling 
special nuclear material, and preventing, countering and responding to a range of nuclear and 
radiological threats has increased. 

These mission sets, along with the need to ensure the next generation of nuclear reactors to 
support the Navy's surface ships and submarines, are the core missions of the NNSA. We 
recognize that while there are various views and opinions as to what should take priority 
among these mission sets, our goal at NNSA is to execute all three in order to meet well- 
established national security goals and policies. 

The broad yet interdependent missions, and the capabilities that underpin them, were the 
driving factors that led to the creation of the NNSA in the National Defense Authorization Act 
for Fiscal Year 2000. Preserving and enhancing these capabilities, and the importance of 
maintaining the stockpile and the Naval reactors, while addressing the range of global nuclear 
security challenges, was made clear in NNSA's statutorily mandated missions. The NNSA was 
designed to develop a focus on these missions, free from what were perceived at the time as 
the competing demands for attention and resources in the larger DOE. As the panel's report 
highlights, these missions are "fundamentally interrelated." Over the coming years, the NNSA 
will continue to evolve to meet the ever changing threat and will continue to take actions that 
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reflect the more complex and challenging international security environment. As the panel 
noted, we cannot turn back the clock. 

Preserving the Science 

The success of the U.S. nuclear security enterprise, dating back to the Manhattan Project and 
the early days of the Cold War, has always been firmly grounded In science, technology, and 
engineering. Today, the DOE national laboratory system delivers the innovative and 
transformative scientific and technical solutions to national security, energy security, and 
economic and environmental challenges facing the United States In the 21st century. This 
system— comprised of 17 laboratories across the country— is the core asset for bringing science 
and technology to bear on a wide range of issues. They are, as Secretary Moniz describes them, 
our nation's "Science and Technology Powerhouse." The labs solve problems, steward 
capabilities, operate unique assets, and deliver innovations for future prosperity. NNSA 
operates three of these laboratories, but uses the capabilities and expertise of most of them. 
Similarly, the other elements of DOE draw upon the capabilities and expertise of the NNSA 
laboratories to solve their many scientific and other challenges. 

A common thread of the five chapters of the Congressional Advisory Panel's report is NNSA's 
relationship with the laboratories and sites, not only within the nuclear security enterprise, but 
more broadly with all of the DOE laboratories. Today we are working with the DOE and NNSA 
laboratory directors in a more strategic way, while also working with our interagency partners 
to ensure that our laboratories are able to deal with and anticipate the hard problems of today, 
and remain on the cutting edge of science and technology for tomorrow. 

Meeting the Mission 

At the core of the NNSA's success is the science-based stockpile stewardship program. The 
remarkable achievements of our laboratories and facilities have enabled us to ensure a safe, 
secure and effective nuclear deterrent without nuclear explosive testing. That our laboratories 
and sites met this challenge through a new paradigm and set of capabilities is a feat that was 
much In doubt for many years. There were many skeptics, both in scientific and policy circles; 
but today, after significant investments in new experimental and diagnostic facilities, coupled 
with high performance computing capabilities to model and simulate test data and validate our 
experiments, we now know more about how nuclear weapons work than we did in the days of 
nuclear explosive testing. 

This achievement supports our fundamental mission of certifying the safety, security and 
reliability of the stockpile each year to the President, and provides the scientific and 
engineering basis to meet our broader nuclear and national security challenges. With the 
knowledge and capabilities of the stewardship program, we can understand and respond to the 
nuclear proliferation threats of the future, and anticipate the development and advances of 
nuclear weapons and proliferant states. These capabilities have also allowed our complex to 
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address a broad range of national security threats from improvised explosive devices (lEDs) to 
novel and emerging conventional capabilities. 

Leadership, Management and Performance 

The leadership team within the DOE/NNSA, from Secretary Moniz on down, is committed to 
moving toward a more integrated management construct. This new approach will enable 
DOE/NNSA to address the leadership and cultural challenges discussed in the panel's report and 
develop a more forward-looking and enterprise-wide approach. To achieve the full potential of 
this integration, DOE/NNSA will work to avoid duplicating work and eliminate many of the 
redundancies Identified in the report. 

In some areas more responsibility can be delegated to NNSA, and in other areas NNSA may be 
able to defer activities to DOE. This is particularly true in some administrative and support 
functions. Secretary Moniz has stated that his vision is to manage the DOE through the three 
Under Secretaries, including the Under Secretary for Nuclear Security, all of whom are acting 
pursuant to the DOE policies in an integrated fashion. There are many areas where the DOE is 
developing uniform approaches, including program and project management, establishing 
priorities across the Department for the disposition of excess facilities, and cyber and physical 
security. NNSA is a full and equal participant in all of these endeavors. All of these 
improvements have been put in place without the need for legislation. The leadership team at 
the DOE/NNSA is fully committed to making NNSA's national security mission a success, and 
where appropriate, shifting responsibilities to eliminate redundancies. 

Leadership actions to bring about a cultural shift started with reorganizing the Department to 
Institutionalize management and performance as a core element of the broader DOE mission. 

In July 2013, Secretary Moniz implemented a fundamental structural change organizing the 
Department around three Under Secretaries. Each was assigned clear responsibility for the 
three major mission areas of the DOE: energy and science, nuclear security, and management 
and performance. 

Flowing from this reorganization, and the emphasis on management and performance, is a 
change to the Department's approach to construction project management— a problem that 
has long plagued the DOE and one that the entire Department is committed to fix. At the end 
of 2014, the DOE released its "Improving Project Management" report, which reviewed project 
ownership, independent oversight, funding, and front-end planning. With the lessons learned 
from this report, DOE implemented a three-fold process to improve construction project 
management at DOE by: 1) re-establishing the Energy Systems Acquisition Advisory Board to be 
an institutionalized body; 2) creating a Project Management Risk Committee to ensure a 
corporate style of risk evaluation and risk management; and 3) improving the lines of 
responsibility and the peer review process under each of the three Under Secretaries. 

NNSA is applying this new approach to management and perforrnance across the board, 
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including for the uranium manufacturing capabilities at the Y-12 National Security Complex in 
Oak Ridge, Tennessee. For years, we had been planning a new multi-billion dollar construction 
project to replace the Cold War-era uranium manufacturing facilities. As we started to see cost 
overruns, schedule delays, and the inability of the design to meet the requirements, we 
stopped the project. Using the new approach, NNSA is developing a new concept that 
leverages existing facilities and adopts a multi-building approach to the construction of new 
facilities based on safety and security requirements specifically targeted to the work to be 
performed in each building. NNSA has appointed federal program and project managers and is 
now clarifying those requirements, completing the design, and ensuring that the costs are 
sound. Under this approach we have set a goal to remove the highest hazard operations from 
Building 9212 by 2019. The uranium construction projects, like all first-of-a-kind, complex 
nuclear construction projects will be held to the standard of achieving 90-percent design 
complete before a cost baseline is established. 

In many instances of cost growth, particularly for large complex construction projects, 
requirements, costs, and risks were not well understood, and designs were immature when 
initial cost estimates were announced. Under the new approach NNSA will not establish a cost 
and schedule baseline for our technically complex and nuclear projects until the design is 90 
percent complete. 

On the other hand, we have been successful with construction projects under $750 million, 
with these projects coming in on or under budget. In recognition of this effort NNSA is off the 
GAO high risk list for projects under $750 million for the 4th year in a rowl 

Incentives 

Finally, as we continue to partner with our M&Os and other contractors, we will seek to find 
the correct Incentive structure for each contract. DOE/NNSA is unique In the extensive use of 
government-owned contractor-operated (GOCO) facilities. This unique arrangement is further 
complicated as our laboratories, which are also operated by M&O contractors, are also 
Federally Funded Research and Development Centers (FFRDC). FFRDCs have their own special 
status In performing specialized, long-term R&D work for the Government. 

NNSA's recently revamped performance assessment structure uses six primary criteria for 
determining the incentive portion of the fees earned by our M&Os, and uses the contractor 
assurance reports as input to that process. Our goal is to be open and transparent in our 
assessment determinations. We must also find the right incentive structure to ensure that all 
our contractors provide outstanding performance as we execute our national security missions. 
Our Mao contractors manage and operate disparate activities, ranging from research and 
development to industrial production. Accordingly, when it comes to contracting approaches, 
one size does not fit all. As a result, we will work to develop the right incentives for each 
circumstance and for each of our contracts. We do this while we also continue to look to our 
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contractors to provide the management, support, and guidance that wiil enable excellence in 
the workforce at our facilities. 

III. NNSA Response to the Final Report of the 
Congressional Advisory Panel on the Governance 
of the Nuclear Security Enterprise 


1. Strengthen National Leadership Focus, Direction, and 
Follow-Through 

Panel Recommendations 

1. The President should provide guidance and oversight sufficient to direct and align nuclear 
security policies, plans, programs, and budgets across Deportments. 

2. Congress should establish new mechanisms to strengthen and unify its leadership and 
oversight of the nuclear enterprise and its missions. 

Overview 

The recommendations In Chapter 2 of the report are addressed to the President and the 
Congress and focused on the panel's recommendations to achieve focused consistent 
leadership and direction from the executive and legislative branches. These actions are needed 
to correct the "lack of strong, focused political leadership". 

While clearly neither nuclear weapons nor the nuclear weapons complex play as prominent a 
role in American politics, culture or national awareness as they did in the Cold War, an assured 
reliable deterrent is still an important part of the National Security Strategy. Beginning in 2009 
in Prague, and continuing through the 2010 Nuclear Posture Review, the 2013 Nuclear 
Weapons Employment Strategy of the United States, the 2014 Quadrennial Defense Review, 
and the 2015 National Security Strategy, the President has articulated a comprehensive nuclear 
security vision. This leadership from the President has resulted in a clear set of requirements 
and baseline strategy that the NNSA and Department of Defense (DoD) developed within the 
Nuclear Weapons Council to reduce our reliance on nuclear weapons while ensuring the 
viability of a smaller nuclear stockpile for decades to come. 

On the other hand, in recent years DOE and DoD have both struggled to meet these 
requirements within the funding provided. Since the attacks of September 11, the focus, 
attention and priorities of the country have simply not been the nuclear weapons complex. 
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Recent reviews and awareness however, have regained the attention of the National Security 
Council (NSC) and the Office of Management and Budget (0MB). NSC, 0MB, DOE and DoD 
collectively approach the needs of the nuclear enterprise and address them holistically. 

This renewed awareness of the needs of the nuclear weapons complex Is reflected in the 
NNSA's budget request for fiscal year 2016 and in the direction and guidance provided to both 
departments to align NN5A and DoD requirements, plans and resources. 

Whether NNSA will be successful in implementing the programs that are outlined in the budget 
request for fiscal year 2016 is heavily dependent on receiving the requested funding in the 
requested manner. If the funding caps contained in the Budget Control Act are kept in place, 
NNSA will not meet it missions. 

Ail of the NNSA missions are important since each mission addresses a vital aspect of nuclear 
security. Advocates often contend that one mission should have more prominence over the 
others. It Is DOE's task, however, to ensure that all of its missions are met through a balanced 
approach. Putting priority on one over the other overlooks the interdependency of the 
missions, and the importance of the scientific and engineering capabilities that must be 
sustained to execute them. 


2. Solidify Cabinet Secretary Ownership of the Mission 

Panel Recommendations 

3. Congress should amend the NNSA Act and related legislation to clarify Departmental 
leadership roles. The Secretary "owns" the nuclear enterprise missions, sets Departmental 
policy for the nuclear enterprise, and Is accountable to the President and Congress for the 
enterprise. The Director, Office of Nuclear Security (ONS), has full authority to execute the 
nuclear enterprise missions consistent with the Secretary's policy. Departmental missions- 
support staffs advise and assist the Director In executing enterprise missions. 

4. The Secretary should implement Departmental management processes that specify the 
Director's authorities for executing nuclear enterprise missions. These authorities include: 
Line management authority for the safe, secure, and environmentally responsible execution 
of nuclear security missions; Management authority for missions-support staffs assigned to 
the Office of Nuclear Security; Concurrence authority for Departmental rulemaking on ONS 
matters. 

5. The Secretary and Director should reform DOE regulation to strengthen risk management. 
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Overview 

NNSA is aware of the 50-plus reviews, studies, and audits of various aspects of the NNSA 
management and of the nuclear security missions. Many other studies predate the NNSA, 
including the January 1999 report of the President's Foreign Intelligence Advisory Board 
(PFIAB), which recommended creating NNSA as a semi-autonomous agency. In the majority of 
these studies, having a committed Secretary of Energy is highlighted as an essential ingredient 
of success. Similarly there have been concerns over the years. Including in the PFIAB report, 
about whether the work of what is now the NNSA would compete successfully among the many 
priorities of the DOE bureaucracy In the absence of such leadership. While there are many 
organizational options available to ensure that there is sufficient priority, focus and attention 
paid to the national security missions, there is no substitute for strong cabinet ownership. 

NNSA has the benefit of DOE senior leadership-secretary Moniz and Deputy Secretary 
Elizabeth Sherwood-Randall— -with a strong interest in the success of NNSA and the national 
security mission. Ensuring that this attention remains in the future will take vigilance and 
commitment from both future Congresses and future Administrations. Even if the Congress 
were to enact legislative changes in the near term, having committed leadership, including a 
Secretary who as the panel stated "owns the nuclear enterprise missions," is not guaranteed. 

As far back as 1985, the Blue Ribbon Task Group on Nuclear Weapons Program Management 
recommended "that one of the two top positions in DOE should continue to be manned by an 
Individual knowledgeable in national security matters and included in the National Security 
Council Process." 

DOE oversight, provided by an experienced Secretary and Deputy Secretary, serves the needs of 
the Department and NNSA. The statutes governing the NNSA clearly provide the authority the 
Administrator needs to execute the missions of the NNSA. However, NNSA recognizes that over 
time duplicative DOE and NNSA actions have been put in place that have caused delay and 
frustration amongst the federal work force and our M&O contractors. Secretary Moniz has 
directed NNSA to work within DOE to eliminate much of the duplication. The right balance Is 
being reestablished because in the end, as the panel recognizes, the Secretary is accountable 
for the nuclear enterprise and the effective execution of its missions. 

Specific Comments 

A. Clarified Management Authorities. Secretary Moniz has made significant strides to 
demonstrate leadership and ownership of the nuclear security mission. For example, in July 
2013, Secretary Moniz changed the DOE structure and clarified the roles of the Department's 
leadership. The three Under Secretaries were assigned clear responsibility for the three DOE 
mission areas: 1) nuclear security; 2) energy and science; and 3) management and performance. 
For nuclear security, the NNSA Administrator has clear authority to execute the nuclear security 
missions under the NNSA Act, consistent with the Secretary's policies. These decision-making 
practices are now included in the DOE policy documents. 
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Recently, DOE completed a review and revision of all DOE safety directives. NNSA was deeply 
involved In the process and as a result, duplicative DOE/NNSA requirements were eliminated. 
Most of the revised directives have now been implemented In M&O contracts. 

DOE/NNSA has also ensured that roles and responsibilities for different functions, particularly 
for critical line functions such as nuclear safety, have been included in the revised orders. The 
most recent revision of the NNSA Functions, Responsibilities and Authorities (FRA) Document for 
Safety Management defines, identifies, and clarifies the NNSA safety management functions, 
responsibilities, risk acceptance authorities, and associated delegations within NNSA 
Headquarter (HQ), Field Offices, line, program, and functional management organizations, to 
ensure that work is performed safely. 

Another example of an effective and collaborative approach to decision making and policy 
development is the recently established DOE Chief Security Officer Council. This Council makes 
sure that the Department's nuclear security missions are executed consistently across the 
Department and comply with Secretary's policies. The Council meets monthly to discuss 
security concerns, make policy recommendations, and address common special interest topics 
to ensure that the special nuclear material, the facilities and the people are adequately 
protected. The security polices recognize that there are purposeful differences in security 
requirements across the Department (e.g., to address differences in special nuclear material 
across sites) and ensure the Administrator has the ability to address those differences. They 
provide the Administrator authority to approve supplemental directives and authorize 
exceptions and equivalencies to implement security at NNSA sites. Because security is a line 
management responsibility, NNSA implements security and DOE oversees that implementation 
on behalf of the Secretary. 

B. Strengthened Risk Management. NNSA has strengthened its analytical expertise and 
processes for assessing risks, especially for nuclear and other high hazard functions by 
implementing a Safety Basis Professional Program. This program provides training for the 
development of new safety professionals, as well as a venue for continuous training for those 
already filling these assignments. 

in November 2014, DOE issued a revision to its guidance for preparing Documented Safety 
Analyses. The revision incorporated changes to allow probabilistic assessment to be used as 
part of the safety analyses for nuclear facilities. Future efforts will include publishing a new 
Accident Analysis Handbook that will Include risk analysis consistent with national and 
international standards. 

NNSA also works within DOE to develop coordinated responses to Defense Nuclear Facility 
Safety Board (DNFSB) recommendations and inquiries. The NNSA Administrator holds routine 
discussions with the DNFSB members to exchange information and maintain mutual awareness 
of ongoing issues. In addition, senior NNSA and DNFSB staff members meet routinely to 
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exchange more detailed technical information, discuss a wide range of issues to maintain open 
lines of communications and to manage risk and expectations related to ongoing inquiries, 
findings and recommendations. 

NNSA tries to innovate where possible. One example is the Kansas City Plant (KCP), where 
NNSA relies on Industry best practices. Lessons learned from the KCP continue to be exported 
and adopted at the other sites for activities that do not involve high hazard operations, nuclear 
material or explosives. In fact, NNSA has been applying, where appropriate, site-specific 
substitution of commercial standards in place of DOE/NNSA standards, and as allowed by these 
standards, since 2006. NNSA will continue to expand the use of commercial standards where 
and as appropriate. During FY 2015, M&O partners will evaluate additional opportunities to 
replace non-nuclear DOE/NNSA requirements with commercial standards. NNSA will continue 
to balance new approaches to business and other practices with the necessary rigor needed in 
operational safety and security for nuclear and high hazard activities to ensure worker and 
public safety. As the panel said "the consequences of failure are enormous, potentially placing 
large numbers of lives at risk and even changing the course of history." 

These examples demonstrated that we have "Cabinet Secretary ownership" of the nuclear 
security mission and that we have clarified leadership roles, ensuring NNSA has full authority to 
execute Its missions and reform regulations to strengthen risk management. NNSA will 
continue to work within the DOE on these efforts. 

C. Management Authority for Mission- Support Staffs. Secretary Moniz has already taken a 
number of steps to Improve management authority for mission-support staff, and has clarified 
roles and responsibilities to reduce duplication of work within the DOE. We recognize, 
however, that more work remains. For example, NNSA's Office of Management and Budget 
participates in all Department-wide financial and accounting issues in support of requirements 
of the DOE Chief Financial Officer (CFO) including a clean audit opinion. NNSA has been an 
Integral part of the Secretary's Project Management Working Group and has implemented the 
recommendations contained in it to ensure all NNSA work follows DOE Orders and Department 
best practices. In addition, NNSA has moved to consolidate several NNSA offices to clarify 
responsibilities and authority within NNSA. For example, on January 5, 2015, NN5A stood up 
the new Office of Safety, Infrastructure & Operations (NA-50) to consolidate safety, 
infrastructure and enterprise-wide service functions, which had previously been performed by 
three different offices. In addition to consolidating these three functions, the new NA-50 
ensures that safety and infrastructure Issues are considered in a holistic. Integrated manner 
that is complementary to programmatic needs, while ensuring that safety remains NNSA's first 
priority. 
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3. Adopt Proven Management Practices to Build a Culture of 
Performance, Accountability, and Credibility 

Panel Recommendations 

6. To begin reforming the DOE&NS cuiture, the Secretary and Director shouid deveiop within 
six months a pian for continuous management learning and improvement, inciuding an 
impiementation pian for the panei's recommendation with milestone target dates. 

7. The Secretary and Director shouid implement industry best practices for shaping and 
building the enterprise workforce. 

8. The Secretary should establish trusted Cost Analysis and Resource Management staffs, tools, 
and data; the Director should be responsible for this process for ONS. 

9. The Director should establish a simple, clear line-management operating structure that both 
synchronizes activities across programs, mission-support functions, and operating sites and 
provides leadership focus for key programs. 

10. The Director should establish program managers who are provided necessary authorities 
and resources, and who are held accountable for major mission deliverables. 

11. The Congress, Secretary, and Director should adopt a simplified budget and accounting 
structure (by reducing budget controls lines) that aligns resources to achieve efficient 
mission execution while providing sufficient visibility to enable effective management 
oversight. 

12. The Director should develop a strategy and plan to reshape the weapons complex to meet 
future needs. 

13. The Secretary and Director should continue ongoing efforts to improve construction project 
management capabilities (at all levels) by introducing disciplined management practices in 
order to recapitalize Infrastructure on time and on budget. 

Overview 

The NNSA is a multi-site entity with six large M&O contractors operating these sites, a number 
of other prime and subcontractors (including many small businesses), and a relatively small 
cadre of federal employees who establish requirements, provide program guidance and 
direction, and conduct oversight. NNSA relies heavily on the technical expertise of the M&O 
contractors to manage the laboratories and facilities, as well as on the technical expertise of 
the wide variety of other contractors who provide services that include security forces, 

architectural and construction expertise, and independent technical advice. The federal 
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employees define the programs, develop and defend the budgets, and ensure the contractors 
are implementing the tasks safely and securely, in accordance with applicable DOE orders. In 
addition, NNSA and its contractors must ensure that they adhere to a wide range of external 
statutory and regulatory regimes, some of which are government-wide. In many instances, 
additional restrictions and limitations are uniquely imposed on specific NNSA operations in 
annual congressional appropriations and authorization bills. 

After a period of emphasis and investment in the scientific aspects of the complex. Including 
the development of a variety of experimental facilities and computational tools needed to 
maintain the stockpile without testing, NNSA has now turned its attention to long overdue 
Improvements to the operational facilities. One recent example of this shift in attention is the 
new National Security Campus facility in Kansas City, MO, which began operations in August, 
2014. The new, smaller campus will generate a 25 percent reduction in operating costs in a 
physical footprint of only 1.5 million square feet, down from 3.2 million square feet in the old 
facility. This project is a case study for a successful public/private partnership in which 
DOE/NNSA signed a 20-year GSA occupancy agreement to eliminate $140 million in annual 
facility costs at the old Bannister facility in exchange for a $60 million annual lease payment for 
the new campus. This commitment enabled the developer to secure third party financing to 
build and deliver the new campus below the cost and timeline that could have been delivered 
under a traditional line Item project. Overall, the project will create cumulative annual savings 
that will exceed all project costs, even including the cost of moving from the old Bannister 
Complex* to the new campus. 

NNSA is now focused on upgrading and replacing the old and decaying uranium and plutonium 
facilities. At Los Alamos, the new plutonium laboratory is now open, upgrades to PF-4 are 
ongoing, and NNSA is working on a design for plutonium modules to meet the long term 
requirement to have the capability to manufacture 50 - 80 pits per year. At Y-12, site 
preparations and design activities are ongoing for the construction of new uranium facilities, 
new uranium processing and manufarturing technologies are in development and upgrades to 
some existing buildings are also in design. NNSA must also address the substantial back log of 
deferred maintenance activities and replace several outdated administrative buildings, notably 
at the Pantex site in Amarillo, Texas, and In Albuquerque, New Mexico. 

While NNSA generally executes projects under $750 million on budget and on schedule, large, 
first-of-a-kind complex nuclear facilities and programs have proven to be very difficult. Recent 
high profile problems have been due, in many cases, to immature or inadequate designs, lack of 
technical understanding. Inadequate program or project discipline, and lack of adequate 
oversight— due in large part to a shortage of technically qualified federal staff, over emphasis 
on cost cutting, and a shortage of qualified materials and labor. 


* DOE/NNSA provided its Integrated plan for the disposition of the old Kansas City Plant facility in its report to 
Congress, Disposition of the Bannister Federal Complex (August 2014). 
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Over the course of the last two years, NNSA looked closely at the lessons learned from the 
previous problems and has put in place a number of initiatives to address the issues identified 
in the panel's report and elsewhere. These include continuing to grow the capabilities and 
expertise of our Office of Acquisition and Program Management, established in 2011, to ensure 
the rigor required by DOE Order 413; and, standing up the Office of Cost Estimating and 
Program Evaluation (CEPE) in September, 2014. 

NNSA, with the support of Secretary Moniz, is focused on replacing the many outdated facilities 
and reducing the multi-billion dollar backlog of deferred maintenance.^ NNSA has thousands of 
outdated facilities that need attention in addition to the high profile outdated plutonium and 
uranium facilities at Los Alamos and Y-12. Much of the operating and scientific equipment 
across the complex is also outdated and must be replaced if NNSA is perform its mission and 
recruit top scientific, technical and engineering talent. Although NNSA has already increased its 
funding for updating facilities and equipment, additional funding will be needed to resolve the 
backlog. 

NNSA aspires to be a high-performing organization with clear missions and objectives In 
support of the national interest. Achieving this goal will take, at a minimum, adequate funding 
and the right number of people, greater discipline in all aspects of program and project 
execution, and support for and confidence in the federal and contractor workforce. Outlined 
in the specific comments below are many of the actions that NNSA has already taken. 

Improving the NNSA will take the commitment not only of the DOE/NNSA leadership; it will 
take the support of the Congress and our many stakeholders. 

As discussed earlier in this response, DOE/NNSA has received over SO reports examining 
governance, science, operations, security, safety, too much or too little oversight, and projert 
and program management. Each of the various reports has offered solutions to the various 
issues and problems. Similarly, the panel's report discusses both new and old issues and 
problems and makes recommendations. NNSA takes seriously the various recommendations 
and will closely track those that It is implementing. 

Specific Comments 

A. Established Continuous Improvements Mechanisms. The DOE/NNSA have several ongoing 
efforts to help build a stronger performance culture and institute processes for continuous 
management learning and Improvement as well as metrics to measure the progress. For 
example, NNSA recently completed safety culture surveys of the M&O and Federal workforce. 


’ NNSA seeks to accomplish the disposition of excess facilities Judiciously, consistent with the availability of 
funding, as reported In its report to Congress, Fiscal Year 2014 NNSA Facilities Disposition Report, dated September 
2014. 
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to understand cultural and workplace challenges and best practices. NNSA and its M&O 
partners are developing safety culture plans to guide and sustain improvements. Since the 
survey, NNSA has held two meetings department-wide meetings with both Federal and M&O 
senior leadership to share lessons learned and best practices from these efforts. 

Building on the work done at DOE/NNSA sites, the Department is establishing a Safety Culture 
Improvement Panel that will help sustain the overall momentum. Among other responsibilities, 
the Panel will review significant Departmental changes for potential impacts on safety culture. 
This group will be a forum to share best practices and lessons learned between and among 
Departmental organizations. 

NNSA has also initiated robust and frequent internal communication to ensure the overall 
success of reform plans and objectives. NNSA holds semi-annual off-site meetings with all 
NNSA Senior Executive Service members, quarterly meetings with all Laboratory leaders, 
quarterly meetings with Field Office managers, semi-annual joint meetings with the Laboratory 
and Production Plant leaders, and frequent all-hands meetings and engagements with the 
contractor and federal workforce. 

NNSA is also in the process of finishing a new strategic vision document that will layout the 
NNSA vision for the future, core values, and priorities for the entire nuclear security enterprise. 
NNSA has also been criticized for weak Internai communications. As a result we are improving 
routine internal communication mechanisms, which will be used not only to communicate 
reform plans and objectives, but also the NNSA mission, vision, and other enterprise-wide 
information to institute a performance-based culture. 

Finally, NNSA will continue to capitalize on lessons learned across the nuclear security 
enterprise. We will continue to ensure that there are no seams between our field offices and 
headquarters offices and that we all work together to identify and share lessons learned across 
the complex. NNSA is committed to the contractor assurance systems as part of efficient 
federal oversight and we will utilize lessons from the successful oversight improvement pilot 
program at the Kansas City Plant where appropriate.’ 

B. Implemented Workforce Best Practices. A technically capable and competent workforce 
that clearly understands its roles, responsibilities, and authorities is paramount to properly 
executing the NNSA mission. NNSA recognizes the importance of eliminating redundant and 
conflicting responsibilities and authorities across the NNSA complex (I.e., line-management, 
mission-support, and field ofTices), and establishing career and leadership development 
programs for the federal and contractor workforce. NNSA also must ensure that the federal 
workforce Is large enough to carry out all of its duties. The NNSA workforce today is 10 percent 


’ As reported to Congress, Extension of Program Principles from the Kansas Oty Plant Oversight Pilot, October 
2014. 
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smaller than it was just 5 years ago and has much more work on its plate. NNSA Is actively 
engaged in hiring the right skills needed to support the NNSA for years to come, and to ensure 
orderly succession planning, but is currently hampered by congressional hiring restrictions. 

To date, NNSA has Implemented several best practices for shaping and building the enterprise 
workforce to increase performance, accountability, and credibility. For example, NNSA has 
increased the use of rotational assignments between Headquarters and Field Offices to share 
best practices, consolidate and synchronize guidance, and serve as professional development. 
NNSA has also completed a strategic review of staffing plans to ensure that the vacancies that 
are filled are most critical to the enterprise; align with core mission, tasks, and functions; and 
support effective workforce planning and position management. These actions will help meet 
staffing requirements and develop effective leaders. 

C. Enhanced Cost Analysis Capabilities. NNSA agrees that effective cost analysis and resource 
management are central to effective program and project execution, as they establish both 
discipline and accountability. The NNSA is improving these capabilities and will use them In our 
revitalized Planning, Programming, Budgeting, and Evaluation (PPBE) process. 

As mandated by the FY 2014 National Defense Authorization Act, the NNSA established the 
Office of Cost Estimating and Program Evaluation (CEPE) to provide independent, data driven 
analysis on ail aspects of the nuclear security enterprise, leading to better mission planning, 
budgeting and performance. The office stood up In September and a permanent CEPE director 
will be announced soon. 

CEPE will build capability in several key areas: cost estimation; program evaluation; cost data 
collection; and systems engineering. It will lead the analyses of alternatives process for major 
programs and projects, which will serve as the basis for assessing and validating program 
requirements. CEPE has started early stage cost estimates for the Domestic Uranium 
Enrichment capability project. As capacity permits, CEPE cost estimators, in coordination with 
DoD CAPE, will begin baselining other activities, including the B61 LEP and the W88 Alt In 
advance of their Phase 6.4 milestones In 2016. Additionally, CEPE is providing programming 
guidance for the FY 2017 budget request and will lead the program review. Although CEPE has 
started to build its interna! cost estimating ability, in the near term NNSA will engage outside 
experts to conduct independent cost estimates for other capital asset projects, such as the U.S. 
Army Corps of Engineers and Parsons. 

cepe's cost estimating capability will not replace the necessary ability of the NNSA program 
offices to estimate costs. The relationship between NNSA program cost offices and CEPE is 
modeled after the relationship between CAPE and a military Service-level cost center, where 
CAPE acts as a DoD-wide capability that provides analysis independent of Service interests, 
while the military Service cost centers provide detailed estimates for use by the Services. 
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CEPE and the program cost offices will work together to ensure that requirements, policies, 
processes, and procedures are uniform across all NNSA cost estimates, thus establishing a 
uniform NNSA federal cost analysis capability. CEPE and the relevant program cost offices will 
reconcile their estimates to provide the acquisition executive validated insight on risk, cost, and 
schedule for programs including the life extension programs. By statute, CEPE does not provide 
cost estimates for capital construction projects. 

NNSA's Office of Acquisition and Project Management (APM), which was established in 2012, is 
focused on the major capital construction projects. This office is working to enhance contract 
and project management practices and has lead the NNSA's effort to deliver results by 
supporting rigorous and well-justified alternatives assessments and evaluations, and improving 
cost and schedule performance. These efforts are bearing positive results. In 2013, GAO 
recognized DOE's progress in executing projects under $750 million, and now only the three 
NNSA large nuclear construction projects costing more than $750 million remain on the list. 

D. Designated Program Managers. NNSA agrees that capable and well-trained program 
managers are critical to ensure performance, accountability and credibility. As a result, NNSA is 
working to ensure managers have the resources, skills and management authorities necessary 
to execute the mission and are then be held accountable for their performance. NNSA has 
designated program managers for each LEP and starting in 2014, we implemented a similar 
approach for NNSA's key nuclear materials or commodities. These program managers have 
been provided the necessary authorities and resources, albeit within constrained budgets, and 
are held accountable for their deliverables. They have control over personnel assigned to their 
programs and over funds uniquely identified for their programs. 

Over the past year, the Secretary and the NNSA Administrator have Implemented a new vision 
for "program" managers, as distinct from "project" managers. The program managers are 
focused on mission need and resource management, whereas project managers are focused on 
delivering major capital construction projects and supporting infrastructure projects on time 
and on budget, consistent with the DOE Implementing Project Management report. 

Commodity managers have been established for the major nuclear enterprise commodities, 
including uranium, plutonium, tritium and domestic uranium enrichment. This ensures there is 
one senior executive who works closely with the federal project directors while overseeing ail 
programmatic aspects for each of our major nuclear commodities. 

The Uranium Program Manager (UPM), created in July, 2014, was the first commodity manager. 
The UPM has the responsibility to develop, approve, and oversee the execution of a uranium 
program strategy, and ensures NNSA maintains Its uranium capabilities in support of mission 
requirements. More specifically, the UPM has created an overarching uranium manufacturing 
strategy reflected in the mission Program Requirements Document (PRD). NNSA has also 
accelerated efforts to reduce the material-at-risk within existing V-12 facilities, identified the 
suite of projects necessary to support the full uranium manufacturing mission, and is 
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developing designs and estimates for projects to recapitalize existing facilities and process 
systems to be relocated from Building 9212, and those facilities that will replace Building 9212, 

The domestic uranium enrichment, plutonium, and tritium mission managers have the similar 
responsibility to develop, approve, and overseethe execution of their respective commodity 
program strategies. 

For management of the LEPs, NNSA has designated federal program managers for the major 
LEP activities underway, the W76-1, the B61-12 and W70-4, as well as the W88 ALT 370, NNSA 
recently implemented earned value management principles for LEP activities across all NNSA 
sites. The NNSA organizations work closely with the labs and plants to detail work scope and 
schedules for specific activities needed to support the LEPs, These actions will improve NNSA's 
LEP management, coordination and decision-making rigor, 

E. Simplified Budget Structure. NNSA agrees that a simplified budget and accounting structure 
would improve NNSA's ability to manage the mission and still provide transparency into 
programmatic activities, NNSA has already taken a number of steps to simplify its budget 
structure, reduce the number of internal accounting codes, and implement Improvements in 
financial integration across the nuclear security enterprise, 

NNSA agrees with the Congressional Advisory Panel that Congress should reduce the number of 
budget control lines for the major program and mission-support functions, and looks forward to 
continuing this effort that began in 2014, NNSA has reduced the number of Internal Budget 
and Reporting (B&R) codes by 30 percent since 2011 and is looking at ways to eliminate more 
B&R codes, particularly those with little to no funding, while also maintaining sufficient visibility 
into program and project performance. 

The President's fiscal year 2016 budget request realigns the budgets managed by the Office of 
Defense Nuclear Nonproliferation into the following programs: Material Management and 
Minimization, Global Material Security, Nonproliferation and Arms Control, Nonproliferation 
Construction, and Defense Nuclear Nonproliferation Research and Development, The request 
also moves the Nuclear Counterterrorism Incident Response (NCTIR) and Counterterrorism and 
Counterproliferation Programs (CT/CP) budget lines from the Weapons Activities appropriation 
to the Defense Nuclear Nonproliferation appropriation. This change aligns all NNSA funding for 
preventing, countering, and responding to global nuclear dangers in one appropriation, and 
strengthens existing collaborations among these mission areas. 

The Department is also working to improve the quality and consistency of financial information 
tracked across the enterprise. Improved data will provide cost estimators, program managers, 
leaders and oversight authorities with insight needed to support analysis and decision-making, 
and instill confidence in NNSA's stewardship of taxpayer dollars. 
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F. Sustaining Base Capabilities in the Enterprise. NNSA agrees that addressing the deferred 
maintenance backlog, providing cost-effective, requirements-driven Infrastructure, maintaining 
a skilled workforce, and investing in innovative research are vital to ensure NNSA can meet 
future requirements. NNSA has been building its capabilities to provide independent, data- 
driven analysis on Infrastructure and workforce planning that will lead to better budget 
formulation and mission performance. 

Under Secretary Moniz's leadership, DOE/NNSA have prioritized efforts to halt and reduce 
deferred maintenance. In 2013, DOE/NNSA, through the National Laboratory Operations 
Board, established an integrated plan to conduct site-wide assessments of general purpose 
infrastructure across all seventeen DOE/NNSA labs and plants. This was the first time DOE used 
common standards and an enterprise-wide approach to assess infrastructure. DOE/NNSA use a 
variation of a Marine Corp rating system that integrates condition with suitability for mission to 
create ratings of Adequate, Substandard, and Inadequate. The assessment will enable 
managers to understand where there is excess space, the physical condition of the assets and 
whether the assets can support the mission. With the results of the assessment, DOE/NNSA 
will be able to implement infrastructure investment strategies to achieve the Secretary's 
guidance that deferred maintenance will not grow beyond FY 2015 year end totals. 

Other infrastructure initiatives include: 

• Implementing DoD's BUILDER Sustainment Management System to track facility 
condition and modernization requirements. 

• Adapting DoD's Mission Dependency Index to provide a quantified, auditable measure 
of the importance of individual facilities to NNSA missions. 

• Improving the way NNSA procures materials and finances buildings. For example, NNSA 
Is increasing its ability to acquire building systems that are common to all sites across 
the NNSA (e.g., roof, HVAC) via use of strategic procurements. NNSA, working with the 
GAO, used a public-private partnership for the Kansas City replacement facility and will 
look at other options, including alternative financing, when the appropriate conditions 
and business case exists to provide modern facilities for our workforce. 

G. Improved Construction Project Management. NNSA agrees that persistent commitment 
and continuing focus on improving project management is necessary to resolve construction 
project challenges-an issue that has long plagued the DOE/NNSA, and one which we are 
addressing in a creative, disciplined and transparent fashion. At the end of 2014, the Secretary 
released the Improving Project Management report, which reviewed project ownership, 
independent oversight, funding, front-end planning, and culture from experienced project 
management leaders. Using this report's findings, DOE/NNSA have implemented a three-fold 
process to better improve construction project management at DOE by: 1) re-establishing the 
Energy Systems Acquisition Advisory Board (ESAAB) to be an institutionalized body; 2) creating 
a Project Management Risk Committee to ensure a corporate style of risk evaluation and risk 
management; and 3) improving the lines of responsibility and the peer review process within 
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the three Under Secretaries, each of which will have their own project assessment office 
independent of line management responsibility. 

NNSA is applying this new management and performance approach to the uranium 
manufacturing capabilities at the Y-12 National Security Complex in Oak Ridge, TN. For years, 
NNSA had been planning a new multi-billion dollar. Uranium Processing Facility (UPF) to replace 
the Manhattan Project-era uranium manufacturing facilities. As NNSA started to see cost 
overruns, schedule delays, and the inability of the design to meet the requirements, NNSA 
reassessed its options with its partners and with an independent "red team" review. Using the 
results of these reviews, NNSA started development of a revised UPF concept that consists of 
separate buildings, segregated by security and hazard requirements, in order to minimize the 
nuclear footprint, build non-nuclear facilities where appropriate, and utilize existing 
infrastructure at Y-12. 

To ensure the program and project are fully integrated, NNSA is using the UPM to create a 
formalized, overarching uranium manufacturing strategy, and the FPD to execute the 
construction projects. Using this new model, NNSA will modernize and right-size uranium 
capabilities at Y-12 and meet mission needs in a disciplined fashion. The highest hazard 
operations will be shut down at Building 9212, once an Electro-Refining capability comes online, 
which is scheduled to take place in 2021. All other enriched uranium programmatic operations 
in Building 9212 will end in 2025. The Uranium construction projects, like all complex nuclear 
capital construction projects will be held to the standard of achieving 90 percent design before 
a cost baseline is established. NNSA is now in the process of clarifying requirements, 
completing the design, and ensuring that the estimates are sound. 

DOE has designated management and performance as one of the major functions of the 
Department to deliver projects on time and on budget. NNSA has been an integral part of the 
Secretary's Project Management Working Group and has implemented the recommendations 
provided by it. With two members on the Project Management Risk Committee, NNSA is 
ensuring that all work follows DOE Orders and, more importantly, the best practices of the 
Department. To implement these improvements, NNSA has instituted specific policy changes 
via memorandum and business operations procedures for 90 percent design policy, cost 
estimating, peer reviews, and beneficial occupancy. NNSA has realigned the peer review 
reporting requirement to the Principal Deputy Administrator to ensure visibility of this 
important function at the most senior level. Finally, regarding staffing, every capital asset 
project managed by DOE Order 413 has a staffing review performed as part of the Critical 
Decision 2 (Approve Project Baseline) process to ensure appropriate trained staff is available 
and assigned to the project. If appropriate staff is not available, the project budget is increased 
to procure the necessary support from the U.S. Army Corps of Engineers and/or support service 
contractors. 

As a result of improvements NNSA has made to project management over the past three years, 
NNSA evolved from delivering its projects over budget on a portfolio basis to 7.5 percent under 
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budget on a portfolio basis. Over the past three and a half years, NNSA has delivered its $800 
million project portfoiio approximately $60 million under its original budget. 

These examples represent demonstrated success in adopting proven management practices 
and industry best practices, increasing cost analysis capabilities, synchronizing program 
performance and accountability, and improving infrastructure and construction project 
management practices. 

4. Maximize the Contributions of the Management and 
Operating (M&O) Organizations to the Safe, Secure 
Execution of the Mission 

Panel Recommendations 

14. The Director should reform M&O.contracts, replacirtg the award fee structure with fixed fees 
for longer (multi-year) award terms and linking performance incentives to the contractual 
period of performance. 

15. The Secretary and Director should reinforce the M&O parent organizations' obligations to 
contribute to enterprise management improvement initiatives. 

16. The Secretary and Director should eliminate wasteful and ineffective transactional oversight. 

17. The Secretory, Director, and the National Laboratory Directors should adopt management 
practices that serve to rebuild the strategic Government-FFRDC relationship. 

Overview 

Since its origins in the Atomic Energy Commission (AEC), the nuclear weapons complex has 
relied on a close working relationship with, and the technical expertise of, the M&O partners. 
Including the national laboratories. Moving to for-profit M&O contractors, particularly at the 
laboratories, initially at Sandia National Laboratory and later at Los Alamos and Lawrence 
Livermore National Laboratories, has challenged this relationship. Similar transitions at the 
other NNSA facilities occurred earlier, and have been less contentious, although even at Sandia 
the transition was less disruptive then at the other two labs, in the early AEC and DOE 
contracts the M&O contractors managed the labs for a small, or In some instances, even a 
token fee. In exchange, the government held all of the risk for programmatic issues, failure, 
incident, or accident. Changing views, particularly with respect to transparency and 
accountability, as well as some specific Incidents, caused that risk formula to shift more toward 
the M&O and other contractors, who in turn required more compensation to assume more risk. 
Finding the right balance of incentive, competition, and compensation, while maintaining the 
close relationship of a trusted partner has and will continue to be a challenge. 
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Achieving increased accountability and visibility for all aspects of performance including 
programmatic, cost, financial, security, and environmental management has indeed reduced 
the flexibility in many areas of the complex. On the other hand, returning to the attitudes and 
tolerance levels that existed in the early days of the AEC are neither practical nor possible. As a 
result, NNSA and its partners must find a balance that works for each and meets the 
expectations of our stakeholders. 

The Congressional Advisory Panel report found "the transition to award fees to encourage 
competition has created the belief among Federal personnel that greater oversight and 
transparency Is required to monitor M&O performance." NNSA believes that this conclusion is 
accurate but that the management and operations structure of today reflect the general 
changes In expectations for risk and accountability that have occurred over the last 40 years. 
Reinstating the trust and the cooperation on both sides of the equation, federal and contractor, 
while meeting stakeholder expectations, will remain a challenge. NNSA and its M&O contactors 
have started to address many of the issues Identified in this chapter of the report, but much 
work remains. Each recognize that their respective reputations are at risk and that the 
continuous circle of events and incidents and the lack of accountability and transparency leads 
to more audits, reviews, and investigations, which in turn leads to more oversight and less 
flexibility, which leads to less trust and mutual respect, which leads to a risk averse 
environment, which completes the circle, as this leads back to the perceived lack of 
accountability and transparency every time there is a surprise. 

Increasing workloads, budget constraints, increased expectations for transparency and 
accountability, an increasingly demanding culture across the board, and an inability to turn the 
clock back will require that all parties in the NNSA nuclear enterprise work to find ways to make 
the enterprise meet expectations for mission, efficiency, and accountability. 

NNSA fully supports the panel's recommendation to maximize the contributions of the M&O 
Organizations to the safe, secure execution of the mission. NNSA continues to strive for as 
much standardization as reasonable, but believes that "one size does not fit all" in the nuclear 
security enterprise when it comes to issues like incentive structure and parent organization 
oversight model. NNSA is committed to working with its M&O Partners to identify solutions 
that will motivate the entire nuclear security enterprise workforce to successfully perform the 
full set of NNSA national security missions. 

Specific Comments 

A. Improving Performance Incentives. The key to improving contract performance and 
partnership with the M&O's and other contractors will be a tailored approach to incentives that 
Is appropriate for the unique missions and risks associated with the operation of each NNSA 
site. NNSA must balance the incentives for the individual M&O Partner against the need to 
optimize the incentives for enterprise success. We have aimed to institutionalize this through 
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the M&O's Strategic Performance Evaluation Plan, including specific performance objectives 
and the tailored fee structure for each site. All arrangements must ensure tangible benefits and 
accountability to the taxpayer. In addition, NNSA will seek standardization in contract structure 
to the greatest extent practicable, while recognizing that one size does not fit all in the NNSA 
enterprise. 

At the same time, however, we must also ensure that our incentive and contractual structures 
foster continuing excellence in performing the no-fail mission of the NNSA nuclear enterprise. 
We can never lose sight of the fact that our people remain our most important asset, and so 
while we incentivize their performance we must position our M&O partners to recruit and 
retain the Specialized workforce that they need to execute that mission successfully. NNSA will 
also work to identify those management practices that would help to restore a more strategic 
FFRDC-like approach. 

NNSA fully agrees with the panel's recommendations that the incentive structures need to be 
modified, particularly for our national security laboratories. We know that one size does not fit 
all, as even our three national security laborites are different from one another. As we work to 
identify the Incentives that will result in excellence, we will look at the contract structures and 
the appropriate mix of Incentives, Including fixed and incentive fees. 

NNSA has recently re-established a policy office reporting directly to the Administrator. As one 
of its first tasks, the policy office will look at the incentive and management structures for all of 
the M&O contractors at the production facilities, the laboratories, and the Nevada National 
Security Site. It is important that the incentives in each contract be tailored to the contractor 
and to the work that the contractor performs. 

Change of this magnitude will take time, and the results of such change are not going to be 
immediately measurable. NNSA will remain dedicated to assessing, discussing, implementing, 
and fine-tuning incentives tailored for each M&O contract. 

B. Strengthening M&O Parent Oversight. NNSA concurs that M&O organizations and their 
parent corporations make invaluable contributions to the nuclear security enterprise. NNSA 
believes that a strong M&O parent organization oversight model can ensure that best practices 
and management expertise contribute both to M&Os management improvements as well as 
enterprise-wide initiatives. The development of effective and transparent M&O Contractor 
Assurance Systems is the cornerstone to reducing transactional oversight and ensuring effective 
M&O performance. NNSA requires the parent organization to both evaluate and contribute to 
the improved effectiveness of the M&O organizations. The results of these evaluations are 
used to evaluate the contractor's performance and support continuous improvement. 

NNSA leadership routinely talks with the various corporate boards and parent organization 
executives to better understand their commitment to support the nuclear security enterprise 
and to reinforce the essential role these companies play in managing and improving that 
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enterprise. M&Os must work in partnership with the DOE/NNSA compiex to develop, Integrate, 
and implement enterprise solutions that maximize program outputs at best value to the 
government. 

For example, NNSA initiated an effort to receive annual inputs from M&O organizations 
describing efficiencies achieved during the prior year and the plan to achieve further 
efficiencies. As part of this effort, NNSA also asks for input on specific changes NNSA can make 
that would enhance productivity at each site within our enterprise. NNSA Is committed to 
continuing this effort to make the nuclear security enterprise more efficient and to help our 
contractors to achieve this goal. 

C. Eliminating Ineffective Oversight. NNSA agrees that improving and consolidating the audit 
process would enhance operations throughout the enterprise. Secretary Moniz recently 
established the Enterprise Assessment Office to consolidate and manage all Departmental 
independent safety and security assessments in an effort to streamline the number of 
assessments. Other assessments required by DOE Directives are managed through the Site 
Integrated Assessment Planning (SIAP) process. Through the planning for the SIAP, NNSA works 
to de-conflict and eliminate duplicative assessments. 

NNSA Field Offices rely on frequent and unfettered communication with M&O partner staff and 
a strong and transparent Contractor Assurance System (CAS) to form the foundation the 
oversight relationship with the M&O. The CAS allows for; 

• Performance measures which present a dashboard view of operational factors 

• An extensive and rigorous program of self-assessments and continuous improvements 

• A formal method for tracking and reporting contract requirements and deliverables 

• A lessons learned program to capture and institutionalize best practices 

• Risk identification and management protocols 

• A performance feedback and improvement system 

• A lean six sigma quality improvement program 

• An internal audit function for both financial and programmatic audits 

C. Rebuilding the Partnership between NNSA and M&O Partners. The single most powerful 
tool to improve morale, culture, and performance in the nuclear security enterprise is to rebuild 
the trust and strategic partnership between NNSA and the M&O Partners. This will take 
commitment and compromise, trust and teamwork on everyone's part. Secretary Moniz has 
implemented several reforms to improve the strategic partnership, and. is leading the way in 
the strategic planning and the performance evaluation processes to ensure a more strategic, 
M&O-influenced, and integrated process. 

Recent reforms at NNSA have aided in reinvigorating the strategic dialogue including; 

• A demonstrated commitment from the NNSA Administrator and Principal Deputy 

Administrator to travel to the sites frequently to engage with Laboratory, Plant, and 
Federal Field leadersh ip and staff. 
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• Creation of the NNSA Council where the NNSA Administrator and other senior NNSA 
Federal Leadership meet quarterly with the laboratory directors and plant managers to 
discuss strategic direction and resolve issues. 

• Establishment of the NNSA Operations Board where NNSA senior Program Managers, 
Field Office Deputy Directors, and M&O Chief Operating Officers meet quarterly to 
improve coordination and collaboration across the nuclear security enterprise. 

• Increased frequency and Improved timeliness in providing quarterly performance 
feedback to M&O leadership by the NNSA Principal Deputy Administrator. 

• Direct reporting from the NNSA. In 2014, the NNSA Administrator expanded his weekly 
NNSA leadership meeting to Include all Field Office Managers. 

• Frequent meetings between NNSA Field Office Managers and M&O leadership at their 
respective sites. 

These examples highlight the actions that NNSA/DOE have taken to maximize M&O 
contribution by taking a graded, tailored approach to contract performance incentives; 
engaging M&O parent organizations; reducing unnecessary transactional assessments; and 
rebuilding trust. 

5. Strengthen Customer Collaboration to Build 
Trust and a Shared View of Mission Success 

Panel Recommendations 

18. The Secretary should collaborate with the Secretary of Defense to better align the planning, 
resourcing, and execution of sustainment and modernization programs for nuclear weapons 
and their supporting infrastructure with OOP's delivery platforms. 

19. The Secretary and Director should align and streamline processes for collaboration with 
Interagency customers. 

Overview 

Over the last few years, the pace of the life extension programs has expanded, the challenges 
of aging manufacturing facilities became more significant and urgent and the considerable 
challenges of maintaining the stockpile without explosive nuclear testing became clear. During 
this time, the relationship between DoD and NNSA became strained. The tension was 
exacerbated by significant budget pressures and misunderstandings about the roles and 
responsibilities of each agency. With the development of the fiscal year 2016 budget request, 
these tensions abated and the relationship is on a good path. The current relationship is more 
open, with extensive, detailed and transparent discussions, and a better understanding of what 
each agency needs to meet the requirements of the nuclear weapons mission. 
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One of the sources of the problem was the very term -"customer"— that the panel uses in the 
title of chapter 5. This view that DoD is a customer actually led to misunderstandings. Both 
agencies have moved to a more complete understanding of the relationship, their respective 
missions and the role of the Nuclear Weapons Council (NWC). DoD establishes the military 
requirements of the nuclear weapons. NNSA has its own separate mission to ensure that the 
technology and scientific base is fully capable of maintaining a safe, secure, reliable and 
effective stockpile. This responsibility includes the independent ability to certify annually the 
reliability of the weapons. NNSA continues the tradition of the Atomic Energy Commission 
(AEC) to ensure that weapons surety is a primary consideration in all LEPs. 

The NWC-approved acquisition process, also known as the 6.x process, develops the scope and 
costs associated with the LEPs. NNSA and the DoD are committed to ensuring that this tried 
and true process retains its rigor and that corners are not cut, NNSA, through its CEPE 
organization and associated program cost organizations, is committed to ensuring that the 
costs for the LEPs are more accurate as it builds a historical cost database. The 6.x process will 
inform and enable the panels' recommendations to "coordinate budget development for the 
relevant portions of the warhead and strategic systems budgets." 

Chapter 5 of the report also discusses the relationships that DOE/NNSA has with its interagency 
partners, the Departments of Defense, State, Homeland Security and the Intelligence 
Community, outside of the nuclear weapons work. The scientific, engineering and 
manufacturing skills that the NNSA laboratories and facilities bring to the Nation have improved 
conventional warfighting and other capabilities of the DoD and the Military Services. In 
addition, these capabilities have also improved the wide range of activities that support the 
national goal of preventing, countering and responding to nuclear proliferation and terrorism. 
Support to the Intelligence Community has enabled unique in-depth analysis of various foreign 
activities, developments, and trends. This work, accomplished mostly through the Strategic 
Partnership Program (formerly Work For Others), allows the interagency to benefit from the 
special skills resident in the NNSA complex, while allowing the NNSA complex to grow and 
refine its own mission skills. This work also allows a measure of creativity, not otherwise found 
outside of the NNSA LORD program, and helps in the effort to recruit and retain the best 
engineers and scientific and technical talent for the complex. 

The DOE/NNSA labs and facilities bring unique capabiiities to solve the problems of the 
interagency, but the challenge of the strategic partnership program, as the panel identified, lies 
in the generally piecemeal nature of the work. The Mission Executive Council (MECj was 
established to bring a more strategic understanding of the capabilities needed for the labs and 
facilities to serve the agencies' missions. Unfortunately, budget pressures on individual 
agencies have led to the inability of the MEC to deliver this strategic approach, but in time, if 
budgets allow, the goals of the MEC could be realized. While DOE/NNSA is committed to the 
future success of the MEC, further development of this strategic concept is required, as well as 
the involvement and commitment of the agencies for which the NNSA facilities perform their 
good work, 
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Specific Comments 

A. Strengthened Program Alignment with DoD. NNSA's goal is to provide confidence to the 
White House, Congress, DoD and the Nation that requirements and priorities communicated 
through the NWC mechanism will be accomplished effectively and within established program 
parameters, taking into account budgetary challenges. As an example, in the fall of 2014, 
NNSA's national security laboratories were charged to investigate and determine the need to 
refresh W88 conventional high explosives (CHE). NNSA worked closely with DoD, through the 
NWC, to define the scope and costs needed to resolve the issue, which is reflected in the fiscal 
year 2016 budget request. 

Mechanisms are currently in place to foster daily communications, information sharing, and 
transparency between the DoD and NNSA on NWC-related activities. NWC executive action 
officers meet and interact regularly, acting on behalf of their respective members, on all NWC- 
related business. Additionally, respective weapon-system project officer groups (POG), meet 
regularly to deliberate on technical weapons and related delivery platform issues that affect the 
health and welfare of the nuclear stockpile. 

The NWC develops an annual joint memorandum to the President, signed by the Secretaries of 
Defense and Energy, certifying that the stockpile is safe secure and reliable and whether 
explosive nuclear testing is needed. Each of the laboratories and the US Strategic Command 
(STRATCOM) submit their independent assessments with the memorandum. 

In an effort to improve the process, during the upcoming annual assessment cycle, NNSA will 
arrange a briefing by the three laboratory directors and the STRATCOM Commander for the 
NWC on their respective assessment letters and offer a briefing by the laboratory directors to 
the Secretary of Defense. 

NNSA has taken tangible steps to promote a cooperative relationship with our DoD partners. 
Specific examples include invitations to program workshops on Tritium Demand/Production, 
continued collaborations with the Navy on W88 CHE refresh, collaboration with the Air Force 
on LRSO, open invitations to NWC members and support staff on 90-day conceptual studies, 
and quarterly program reviews for LEPs. We work closely together to develop and deliver key 
annual reports to Congress and the President, including the Section 1043 Report, the Stockpile 
Stewardship and Management Plan, the NWC Chairman's Annual Report to Congress, the Joint 
Surety Report, the Nuclear Weapons Stockpile Plan, and the aforementioned Report on 
Stockpile Assessments. Additionally, NNSA continues to work coilaboratively with DOD and 
0MB each year to make sure the President's Budget requests are properly aligned with the 
President's nuclear weapons policy and priorities. 

These collaborative efforts are essential to ensuring that DOE/NNSA is doing everything 
possible to meet the Nation's nuclear deterrent objectives. 
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B. The Mission Executive Council. The Mission Executive Council (MEC) Is an Under Secretary- 
level body that focuses its efforts on improving interagency strategic planning for the science, 
technology, and engineering (ST&Ej capabilities resident in DOE's laboratories and sites that are 
of cross-cutting strategic national security interest. NNSA's Office of Strategic Partnership 
Programs Is responsible for reviewing the execution of interagency work Including identifying 
opportunities to improve the overall strategic process. The MEC is improving planning and 
coordination of key national security areas based on a process of identifying technical issues, 
assessing existing capabilities, then developing a strategic plan to address gaps. In addition, 
initiatives such as the DOE's Strategic Approach to Work for Others Study, comprised of the 
national laboratories, DOE's Office of Science and Energy, and NNSA, created a Community of 
Practice for discussing collaborative mechanisms and additional improvements. Current 
members of the Community of Practice routinely engage with the MEC, taking advantage of 
opportunities to leverage existing efforts and include MEC input. 

The MEC has not been as successful as originally anticipated for a variety of reasons, but 
primarily as a result of budgetary pressures. While DOE/NNSA is committed to the future 
success of the MEC, further development of this strategic concept is required, as well as the 
involvement and commitment of the agencies for which the NNSA facilities perform their good 
work. 
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IV. Conclusion 

NNSA appreciates the Panel's in-depth analysis of the nuclear security enterprise, and 
recognizes the challenges that lie ahead. NNSA is committed to working with the 
Administration, Congress, our partners, and other stakeholders to address these challenges, as 
well as the Panel’s recommendations. In a comprehensive and transparent manner. The 
actions DOE and NNSA have already completed are key to governance reform and consistent 
with the Panel's recommendations, but there is much more to be done. Ensuring world-class 
science and technology. In partnership with our laboratories, and collectively improving our 
management performance through creative solutions, wiil enable the nuclear security 
enterprise to cost-effectiveiy achieve our vital national security mission, but it will take time 
and the partnership of our stakeholders and partners. 
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Appendix: Full Set of Recommendations from the 
Congressional Panel on the Governance of the 
Nuclear Security Enterprise'*^ 

strengthen National Leadership Focus, Direction, and Follow-Through 

The President should provide guidance and oversight sufficient to direct and align 
nuclear security policies, plans, programs, and budgets across Departments. 

1.1. The President should reaffirm the importance of the mission and align DOE&NS 
and DOD priorities through an expanded President's annual stockpile guidance. 

1.2. The President should require annual OMB joint budget reviews to shape and 
align DOE&NS and DOD programs and budgets. 

1.3. The President should require annual NSC joint program reviews to shape and 
align DOE&NS and DOD programs and policies. 

Congress should establish new mechanisms to strengthen and unify its leadership and 
oversight of the nuclear enterprise and its missions. 

2.1. Congress should add Senate Armed Services Committee approval to the 
confirmation and reporting requirements for the Secretary and Deputy Secretary 
of DOE&NS (and continue to have the Director, ONS be approved by the Senate 
Armed Services Committee). 

2.2. Congress should require the Secretary to testify annually on the health of the 
enterprise, and on progress In reforming its governance, to the Senate Energy and 
Natural Resources and Senate Armed Services Committees and to the House 
Energy and Commerce and House Armed Services Committees. 

2.3. Congress should implement information sharing and collaboration mechanisms to 
unify and strengthen its mission-focused oversight across cognizant committees 
and to better harmonize direction and oversight across the enterprise's mission 
areas. 


* Table of Recommendations, A New foundations for the Nuclear Enterprise, Report of the Congressional Advisory 
Panel on the Governance of the Nuclear Security Enterprise, November 2014, pages xlx-xxlv. 
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Solidify Cabinet Secretary Ownership of the Mission 

Congress should amend the NNSA Act and related legislation to clarify Departmental 
leadership roles. The Secretary "owns" the nuclear enterprise missions, sets Departmental 
policy for the nuclear enterprise, and is accountable to the President and Congress for the 
enterprise. The Director, Office of Nuclear Security (ONS) has full authority to execute the 
nuclear enterprise missions consistent with the Secretary's policy. Departmental missions- 
support staffs advise and assist the Director in executing enterprise missions. 

3.1. The amended legislation should specify the Secretary's leadership responsibilities 
and define duties that underscore the Secretary's accountability for the nuclear 
enterprise and its missions. 

3.2. The amended legislation should create the Office of Nuclear Security (ONS) within 
the Department to perform the missions currently assigned to NNSA. 

3.3. The amended legislation should designate a Director, Office of Nuclear Security 
with full authority to execute nuclear enterprise missions under the policy 
direction of the Secretary. The Director should have tenure of at least six years, be 
compensated at the rate of executive Schedule Level II, and hold the 
Departmental rank of a Deputy Secretary or Under Secretary. 

3.4. The amended legislation should assign risk acceptance authority and 
accountability to the Director for ONS mission execution. 

3.5. The amended legislation should grant the Director authority to appoint senior 
officials in ONS, including the conversion of three of the Senate-confirmed direct- 
report positions (Principal Deputy, Assistant Secretary for Defense Programs, and 
Assistant Secretary for Non-Proliferation Programs) to Senior Executive Service or 
Excepted Service positions. 

3.6. The amended legislation should emphasize the importance of the nuclear 
enterprise missions, by changing the name of the Department to the "Department 
of Energy and Nuclear Security. 

The Secretary should implement Departmental management processes that specify the 
Director's authorities for executing nuclear enterprise missions. These authorities include: Line 
management authority for the safe, secure, and environmentally responsible execution of 
nuclear security missions; Management authority for missions-support staffs assigned to the 
Office of Nuclear Security; Concurrence authority for Departmental rulemaking on ONS 
matters. 

4.1. The Secretary should establish decision-making practices among the senior 
headquarters staffs that codify the Director's authority to execute the nuclear 
security missions consistent with the Secretary's policies. 

4.2. The Secretary should establish a matrix management structure that; Aligns and 
codifies roles, responsibilities, authority, and accountability; Specifies the 


NNSA Comments on the Final Report of the Congressional Advisory Panel on the Governance 

of the Nuclear Security Enterprise | Page 31 




173 


Director's leadership authority over line-management and mission-support 
("functional") staffs assigned to ONS; Eliminates overlapping headquarters staff. 

4.3. The Secretary should adopt processes defining the Director's role in ensuring 
applicable DOE&NS policies, rules, and orders are compatible with the operating 
circumstances of the nuclear security enterprise, 

4.4, The Secretary should designate those senior headquarter positions that have line- 
management decision authorities and those that are responsible for mission- 
support functions. 

The Secretary and Director should reform DOE regulation to strengthen risk 
management. 

5.1. The Secretary should strengthen the Department's analytical expertise and 
processes for assessing risks, especially for nuclear and other high-hazard 
functions. 

5.2. The Secretary should direct a comprehensive review and reform of the 
Department's ES&H and Security Orders and Directives to reflect best industry 
practices. 

5.3. The Secretary (with Congressional concurrence) should establish a mechanism to 
improve the Department's ability to respond to inquiries, findings, and 
recommendations of the Defense Nuclear Facility Safety Board. 

Adopt Proven Management Practices to Build a Culture of Performance, Accountability, and 
Credibility 

6. To begin reforming the DOE&NS culture, the Secretary and Director should develop within 
six months a plan for continuous management learning and improvement, including an 
implementation plan for the panel's recommendation with milestone target dates. 

6.1. The Secretary and Director should urgently develop a more robust, integrated 
DOE&NS/ONS-wide process to provide accountability and follow-up on findings 
and recommendations from studies and reviews, both internal and external. 

6.2. The Secretary and Director should establish management metrics for assessing 
and improving enterprise management. 

6.3. The Secretary and Director should routinely survey personnel to gauge morale, 
assess cultural changes, and identify the results of efforts to change management 
practices. 

6.4. The Secretary and Director should aggressively communicate reform plans and 
objectives. 

7. The Secretary and Director should implement Industry best practices for shaping and 
building the enterprise workforce. 
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7.1. The Secretary and Director should establish strong career and leadership 
development programs, require rotational assignments, and place greater 
emphasis on continuing education and professional certifications. 

7.2. The Secretary and Director should reshape staffs as needed to Implement 
governance reforms. 

7.3. The Secretary and Director should conduct a zero-based personnel review to right- 
size government staffs consistent with recommended reforms and changing 
workload since the end of the Cold War; this review should include the 
consolidation of headquarters activities across DOE&NS's Forrestal headquarters, 
the Germantown campus, and the Albuquerque complex. 

8. The Secretary should establish trusted Cost Analysis and Resource Management staffs, 
tools, and data; the Director should be responsible for this process for ONS. 

8.1. The Secretary and Director should strengthen the Department's efforts to develop 
independent cost and resource analysis capabilities. 

8.2. The Secretary and Director should employ a rigorous Analyses of Alternatives 
process during program formulation as the basis for assessing and validating 
program requirements. 

8.3. The Secretary and Director should take advantage of established DOD resource 
analysis capabilities in establishing DOE's cost analysis and resource management 
capabilities. 

9. The Director should establish a simple, clear line-management operating structure that both 
synchronizes activities across programs, mission-support functions, and operating sites and 
provides leadership focus for key programs. 

9.1. The Director should create operational mechanisms to perform the key 
synchronization functions that used to be performed by the Albuquerque 
Operations Office. 

9.2. Deputy Directors should be designated to lead in the integrated planning and 
execution of programs in their mission areas of responsibility. 

9.3. The Deputy Director responsible for Life Extension Programs, working with DOD, 
should create a long-term operating plan to support the nation's warhead 
modernization strategy; this plan should be designed to create a relatively stable, 
long-term workload. 

10. The Director should establish program managers who are provided necessary authorities 
and resources, and who are held accountable for major mission deliverables. 

10.1. The Director, in coordination with the responsible Deputy Director, should 
designate program managers for each Life Extension Program and major 
construction project. 
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10.2. Program managers should be held accountable to employ effective management 
practices. 

10.3. The Director should delegate to the program managers control of any funds 
identified as uniquely required to execute their programs. 

10.4. The Director should delegate control over personnel assigned to their programs to 
the program managers. 

11. The Congress, Secretary, and Director shouid adopt a simpiified budget and accounting 
structure (by reducing budget controi ilnes) that ailgns resources to achieve efficient 
mission execution while providing sufficient visibility to enable effective management 
oversight. 

11.1. Congress should reduce the number of Congressional budget controi lines to the 
number of major programs plus major mission-support functions. 

11.2. The Director should reduce ONS's internal budget controi points to the minimum 
number needed to assign funding for major programs and mission-support activities 
across the sites. 

11.3. Infrastructure funding that is uniquely required for the execution of Life Extension 
Programs shouid be integrated into the portfolio of the Deputy Director for Defense 
Programs. 

12. The Director should develop a strategy and plan to reshape the weapons complex to meet 
future needs. 

12.1. The Director should ensure that the strategy and plan identify and addresses the 
deferred maintenance backlog. 

12.2. The Director should ensure that the strategy and plan match (and, in many cases, 
reduce) the infrastructure needed to meet requirements. 

12.3. The Director should ensure that the strategy and plan identify investments in the 
needed skills in the workforce. 

12.4. The Director should ensure that the strategy and plan specify investments in 
capabilities, including the sites' useof internaily directed research and 
development. The panel recommends Laboratory Directed Research and 
Development (LDRD) funding of no less than 6 percent, which is needed to sustain 
leadership in nuclear science, engineering, and manufacturing. 

13. The Secretary and Director should continue ongoing efforts to improve construction project 
management capabilities (at all levels) by introducing disciplined management praaices In 
order to recapitalize infrastructure on time and on budget. 

13.1. The Director should strengthen infrastructure project management skills, tools, 
and the collection and analysis of data. 
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13.2. The Director should build on recent efforts to adopt best practices for managing 
infrastructure projects, especially the use of external peer review. 

13.3. The Secretary and Director should hold managers accountable for adopting the 
effective practices detailed in the Department's directive on project management 
(Order 413), consistent with the principles provided in 0MB Circular A-11 in 
Infrastructure projects. 

Maximize the Contributions of the Management and Operating (M&O) Organizations to the 

Safe, Secure Execution of the Mission 

14. The Director should reform M&O contracts, replacing the award fee structure with fixed 
fees for longer (multi-year) award terms and linking performance incentives to the 
contractual period of performance. 

14.1. The Director should adopt market-based fixed fees for new M&O contracts 
commensurate with M&O-borne risks, M&O investments in the enterprise, and 
the scale of the undertaking. 

14.2. Where practicable, the Director should convert existing contracts to similar fixed 
fee arrangements. 

14.3. The Director should base decisions to extend an M&O contract's period of 
performance primarily on contributions to mission performance; unsatisfactory 
performance should lead to early termination. 

14.4. The Director should seek greater standardization of contract provisions across 
similar entitles. 

15. The Secretary and Director should reinforce the M&O parent organizations' obligations to 
contribute to enterprise management improvement initiatives. 

15.1. The Director should create collaborative mechanisms to strengthen the joint 
contributions of the M&O organizations in improving the effectiveness and 
efficiency of enterprise operations. 

15.2. The Director should task M&O organizations to identify and assess management 
improvement opportunities, both for mission execution and for mission-support 
functions. 

16. The Secretary and Director should eliminate wasteful and ineffective transactional 
oversight. 

16.1. The Secretary and Director should direct a reduction in the number of audits, 
inspections, and formal data calls, and better synchronize those that remain. 

16.2. The Secretary and Director should eliminate transactional oversight in areas 
where there are better mechanisms for certifying contractor performance, to 
include reform of the field office's staffing levels and performance criteria. 
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17. The Secretary, Director, and the National Laboratory Directors should adopt management 
practices that serve to rebuild the strategic Government-FFRDC relationship. 

17.1. The Secretary and Director should continue to reinvigorate the strategic dialog 
with the Laboratory Directors. 

17.2. Leaders in both the government and M&Os should prescribe and enforce 
behaviors that rebuild credibility and trust. 

17.3. The appropriate government officials (e.g.. Deputy Directors, project managers) 
should meet at least monthly \with the M&O leadership, and preferably have daily 
informal interactions. 

Strengthen Customer Collaboration to Build Trust and a Shared View of Mission Success 

18. The Secretary should collaborate with the Secretary of Defense to better align the planning, 
resourcing, and execution of sustainment and modernization programs for nuclear weapons 
and their supporting infrastructure with DOD's delivery platforms. 

18.1. The Department Secretaries should direct activities that foster collaboration and 
communications among the principals and staffs supporting the Nuclear Weapons 
Council (NWC). 

18.2. The Department Secretaries, supported by the chairman and members of the 
NWC, should reinvigorate its working-level elements. 

18.3. The Department Secretaries should establish transparent Information sharing 
mechanisms and Increase direct staff collaboration on a dally basis to address 
persistent communications and trust issues. 

18.4. The Department Secretaries should confer on each Department's proposed co- 
chair to the Standing and Safety Committee (SSC), which reports to the NWC. 

18.5. The Department Secretaries should involve the NWC In drafting and reviewing the 
annual assessment to the NSC of progress on meeting Presidential guidance. 

18.6. The Director should strengthen the roles, responsibilities and accountability of the 
senior miiitary officer assigned to ONS in order to improve DOESiNS-DOD 
coilaboration. 

19. The Secretary and Director should align and streamline processes for collaboration with 
Interagency customers. 

19.1. The Secretary, working through the Mission Executive Council, should improve 
coordination for planning and executing of Interagency Work. 

19.2. The Mission Executive Council should annually conduct a review of the execution 
of Interagency Work across the nuclear security enterprise to identify 
improvement opportunities in working relationships, collaborative mechanisms, 
and management practices. 
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SECRETARY OF ENERGY ADVISORY BOARD 

MEMORANDUM FOR: SECRETARY OF ENERGY 

U-AwCtJ 

FROM: JohnDeutchO 

Chair, Secretary of Energy Advisory Board (SEAB) 

CC; Deputy Secretary of Energy and SEAB Members 

DATE: February 17, 2015 

SUBJECT: SEAB comments on the Report of the Congressional Advisory 

Panel on the Governance of the Nuclear Security Enterprise 

You requested that your Secretary of Energy Advisory Board review the recent Report of 
the Congressional Advisory Panel on the Governance of the Nuclear Security Enterprise 
(Augustine-Mies Panel) and give you its opinion about how the department should 
respond to the advisory panel’s recommendations.' This letter report, prepared by six 
members and approved by the board, transmits our views.^ 

Congress established the Augustine-Mies Panel and charged it to address the many 
concerns that have existed for some time about impediments to the NNSA performing its 
vital national security mission of maintaining the nuclear weapons stockpile, advancing 
U.S. nonproliferation policies and programs, and supporting the nuclear navy. The 
concerns are wide-ranging and include cost and performance of the weapons program, 
maintaining the morale and quality of the technical staff, avoiding cost overruns of major 
projects, and reducing program management and direction from NNSA that encourages 
risk avoidance, excessive control, and inadequate attention to program outcomes. 

The Augustine-Mies Panel was directed to examine alternative models that would enable 

' A New Foundation for the Nuclear Enterprise, Report of the Congressional Advisory Panel on the 
Governance of the Nuclear Security Enterprise, co-chaired by the Honorable Nonnan Augustine and 
Admiral Richard Mies, USN (Ret.), November, 2014, 

■ The six SEAB members are: Brent Scowcrofl, Chair SEAB Nuclear Security Subcommittee, Al 
Carnesale, John Deutch, Steven Koonin, Richard Meserve, and Ellen Tauscher. 
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transformation and dramatic improvement in the DOE/NNSA enterprise. The Panel 
considered four different models: (a) maintaining the current somewhat ambiguous quasi- 
independent status of the NNSA within DOE, (b) recreating the NNSA as an independent 
agency, (c) transferring responsibility for the NNSA to the Department of Defense, and 
(d) moving from a separately organized NNSA within DOE to a new Office of Nuclear 
Security, ONS, integrated into a DOE that is led by a cabinet secretary who is committed 
to and knowledgeable about nuclear security issues. The Director of ONS would be 
given substantial authority and responsibility for implementing the department’s nuclear 
security program. 

The Augustine-Mies Panel recommends the last option: integrating a new ONS into DOE 
with an obligation that DOE leadership, the secretary and deputy secretary, have 
knowledge and commitment to the nuclear security responsibilities of the department. 

The members of SEAB, many of whom have deep experience with DOD and DOE, 
unanimously and strongly agree with the Augustine-Mies Panel that a new ONS should 
be integrated into DOE and that the leadership of DOE should have knowledge of, and 
commitment to, the nuclear security responsibilities of the department. SEAB stresses 
that the consequence of taking no action risks continuing deterioration of DOE’s ability 
to fulfill its national security mission and the morale throughout the complex. We urge 
you to encourage the administration and Congress, vigorously and vocally, both publicly 
and within the DOE/NNSA community, to endorse the Panel’s constructive approach and 
implement the needed legislative change to the DOE Organization Act. 

SEAB believes you demonstrate that there are individuals who can provide the kind of 
secretarial leadership that is needed to make A New Foundation for the Nuclear 
Enterprise a success, and your example was not insignificant in bringing the Panel to its 
organizational recommendations. 

The Panel helpfully proposes in Appendix C of their report changes to the language in the 
2000 statutory amendment establishing the NNSA in the 1977 DOE Authorization Act. 
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SEAB believes that these changes are directionally correct; however balance with the 
energy mission should not be forgotten. Several of the Panel’s suggestions are intended 
to underscore the importance of national security, especially the nuclear weapons 
program, in the department missions. Suggestions such as changing the name of the 
department, requiring both the Armed Services and Energy and Natural Resources 
Committees to confirm the Secretary and Deputy Secretary, establishing qualifications of 
the president’s nominees for these positions, and extending the term of the Director of 
ONS are sure to provoke considerable debate. We did not discuss the pros and cons of 
these suggestions but are prepared to do so if you believe it would be useful to have 
SEAB’s opinion. 

The Augustine-Mies Panel does a thorough job of identifying changes that are needed to 
bring their vision of a New Nuclear Enterprise into a reality. The Panel presents a 
daunting list of 65 recommendations organized into five broad categories. Those with 
senior government management experience (and many members of the Panel have such 
experience) will recognize that the phrases in these recommendations such as “The 
Secretary should...” or ” the Director of ONS should...” do not indicate an immediate 
way forward to implementation. It will take more than a few years to achieve the result 
the Augustine-Mies Panel seeks. The Panel lists 15 useful indicators of progress in the 
desired realignment and suggests a follow-on evaluation in two years; SEAB suggests 
you might consider establishing a process to report semi-annually to Congress on the 
progress made in implementing the recommendations. 

SEAB wishes to offer remarks on five issues that the board believes deserve your special 
attention. 

o The DOD is the main customer for DOE’s weapons technology and products. The 
Nuclear Weapons Council is the principal mechanism for harmonizing requirements 
and resources that define an executable five-year plan. The Panel identifies current 
weakness in this mechanism, but stops short of recommending a high-level, DOD 
executive who has experience and expertise in the weapons complex to support the 
Council and to manage the DOD’s role in the day-to-day matters between the two 
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agencies. If the principal customer and the supplier of defense programs are not in 
agreement about requirements and resources, it is inevitable that differences will be 
resolved by less qualified individuals and result in adoption of a less sound program 
with unsatisfactory cost and performance outcomes. 

o The Pane! gives a thorough and telling account of the breakdown in the working 
relationship between the NNSA and its M&O contractors. It is basically a story of a 
change from a mission and outcome driven FFRDC orientation to an excessive 
transactional, cost minimization, and risk avoidance orientation. But in our view the 
Panel falls short in suggesting convincing, concrete steps that will reestablish the 
credibility and trust between the government and the M&O contractors. 

The Panel recommends a shift from reliance on award fees to fair fixed fees with 
contract renewal and extension as the main mechanism to reward or penalize 
contractor performance. SEAB agrees that too much reliance has been placed on the 
award fee as a performance incentive tool but doubts the change recommended by the 
Panel is sufficient to reestablish an FFRDC relationship. 

The SEAB National Laboratory Task Force believes that in addition, more attention 
needs to be placed on restoring clarity and non-overlapping responsibility and 
accountability for programmatic, functional, and financial activities among the 
various stakeholders; NNSA headquarters, field sites, M&O contractors, and 
laboratory management. In short, there is no sure formula for reestablishing an 
effective and collaborative working relationship, but as the Panel’s report makes 
clear, doing so remains a key objective. 

o The Panel makes many important suggestions about improving operations at the 
laboratories and planning for necessary infrastructure modernization and renewal. 
While the Panel acknowledges the importance of human capital in one of its 
recommendations, SEAB believes that substantially more attention should be paid to 
improving the morale and creative atmosphere at the weapons laboratories and the 
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production facilities.^ The tension that has existed between the NNSA and M&O 
contractors is corrosive to maintaining the technical excellence that is the essential 
underpinning of the laboratory capability. Finding and keeping the most talented 
employees is the responsibility of every part of the management chain, especially the 
laboratory leadership. The Panel recognizes the importance of the Laboratory 
Directed Research & Development (LDRD) program for this purpose and endorses a 
funding level no less than 6%; SEAB agrees. 

o SEAB believes there is significant opportunity for greater programmatic connections 
between the NNSA and the other DOE science/energy national laboratories that 
would further the integration objective advanced by the Augustine-Mies panel. Areas 
where increased collaboration has promise are high performance computing, nuclear 
physics, fusion, and materials science. 

o The unique skills of the nuclear security laboratories are important to other agencies; 
including the Department of Defense, the Department of State, the Department of 
Homeland Security, and the Intelligence Community. This work for others, WFO, is 
growing at the labs and presents management challenges: the non-DOE agencies pay 
for a portion of the project cost, but not as a general matter the investment necessary 
to maintain the intellectual and physical infrastructure of the laboratories; a need to 
assure that the work does not interfere with the fulfillment of the labs weapons 
mission; and confirmation that the work is consistent with the laboratory’s 
mission. Non-DOE customers object to the cost, the complex and long approval 
process, and delays in completion of the work. 

Congress clearly intends that the laboratories contribute to a broad range of national 
security missions and provide assistance to the non-DOE agencies. The Mission 
Executive Council (MEC) was launched by agreement among the principals of the 
affected agencies to facilitate coordination among the group so that the laboratories 

^ The Panel Reconnnnendation 1 2.3 is: “The Director should ensure that the strategy and plan identify 
investments in the needed skills in the workforce. There needs to be an analysis of the level and skill 
mix of the workforce necessary to meet future requirements, and an assessment of the steps required to 
recruit and retain them.” 
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could serve this broader mission. The Panel notes that the MEC has not been fully 
effective to date and makes recommendations to improve its functioning. While DOE 
shoulders the central responsibility for assuring the health of the laboratories, their 
management and funding, we agree that the Secretary of Energy and the Director of 
the ONS should revitalize the MEC as a means for improving coordination among the 
agencies. The aim should be to assure that the agencies are aware of the special 
capabilities of the labs and that the laboratories are aware of the emerging challenges 
confronting the agencies. We understand that the National Academies have prepared 
a report forNNSA that explores these issues more fully. 

SEAB strongly supports the Augustine-Mies report and we stand ready to receive 
further tasking from you to assist the department in this important realignment 
process. 
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Message from the Secretary 

The Department of Energy (DOE) is, at its core, a science and technology organization that 
advances critical missions for the American people: nuclear security; scientific leadership and 
discovery; clean energy innovation and energy security; emergency response; technology 
transfer; and environmental remediation, DOE’s National Laboratories are key to mission 
success across the broad spectrum of DOE's responsibilities. 

The National Laboratories comprise the most comprehensive research network of its kind in the 
world, and they are essential links in the Nation's innovation chain. Each has distinctive 
capabilities; together, they are greater than the sum of their parts. Individually and collectively, 
the Labs conduct cutting-edge fundamental and applied scientific research, develop problem- 
solving technologies, and are one of the Nation's most effective "on call" resources for tackling 
unprecedented challenges - from the threat of unsecured nuclear materials as the Soviet Union 
collapsed, to the Macondo oil spill in the Gulf of Mexico, to the Fukushima nuclear disaster, to 
deep and rapid scientific analyses for the Iran nuclear negotiations. 

The National Laboratories are an indispensable part of the American research enterprise, 
creating knowledge at the scientific frontier and housing major scientific facilities used by over 
thirty thousand university, laboratory and industry researchers annually. Core enabling 
technologies - such as high performance computers and modeling of complex physical systems 
and particle accelerators - are continuously pushed to new heights. In addition, completely 
new directions are established for the research community, such as launching human genomics 
and then developing the genomics field for energy. In turn, these advances have contributed 
greatly over many decades to ensuring the competitiveness of U.S. industry and of the broader 
economy. Well over a hundred science Nobel Prizes have been directiy associated with DOE 
National Laboratory research. 

The labs also have helped spark the energy revolution, from early work on drilling technologies 
and basin characterization for shale gas to materials discovery, advanced manufacturing 
techniques, and other research that has driven down the cost of wind and solar, batteries and 
LEDs, and continues to do so. 

And of course the labs are core national security assets, sustaining the nuclear deterrent 
without testing, securing dangerous nuclear materials worldwide and propelling the nuclear 
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Navy, and providing critical technology and analysis for the Departments of Defense and 
Homeland Security and the intelligence community. 

These unique and invaluable capabilities must be developed, sustained, and nurtured over 
decades. Sound stewardship of the laboratories has been one of my highest priorities as 
Secretary. Top talent must be attracted and retained by providing a vibrant research 
environment focused on challenging problems that call upon multidisciplinary teams 
integrating scientific, engineering, and management expertise. 

This stewardship and further strengthening of the National Lab enterprise is both a major 
responsibility of and opportunity for DOE in service of the national interest. Recognizing that 
success in this endeavor has vital national consequences and meets critical national needs. 
Congress directed formation of the Commission to Review the Effectiveness of the National 
Energy Laboratories (CRENEL). 

I thank the Commission for its conscientious and serious work. In formulating its 
recommendations, the Commission visited all 17 DOE National Laboratories, interviewed staff 
in more than 100 offices across government and other sectors, and heard testimony by 85 
witnesses at public Commission meetings. There is no doubt that the Commission's findings 
and recommendations are thoroughly researched and a testament to the leadership of its Co- 
Chairs, Jared Cohon and TJ Glauthier. The Department has carefully considered each of the 
Commission's findings and recommendations in formulating this response. 

In addition, I have asked for input from the National Laboratory Directors' Council (NLDC), 
which is comprised of the Directors of all 17 National Laboratories, and the Secretary of Energy 
Advisory Board (SEAB), a Federal Advisory Committee of experts outside the Department that 
provides advice to me on key issues. Both have provided me with thoughtful views to help 
shape our response to the CRENEL report; their feedback is attached to this Departmental 
response. 

A central finding of the Commission reinforces the unparalleled value of the National 
Laboratory system to the Nation, serving as a science and technology powerhouse, and 
occupying a critical role that cannot be carried out solely by universities or the private sector. 
However, the report also notes that since the end of the Cold War, oversight by DOE has grown 
increasingly transactional rather than strategically mission-driven. One of my priorities as 
Secretary has been to reset this critical relationship - to improve the strategic partnership 
between the Department and the National Laboratories and, in emphasizing an enterprise-wide 
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approach to the lab system, to help maximize their unique role in the Nation's innovation 
ecosystem. 

The Commission also recognized the importance of an overarching strategic approach for the 
laboratories. Steps that I have taken in recent years to underscore the value of such an 
approach include: 

• reorganizing the Department to integrate and better coordinate basic research and 
applied energy programs under a single Under Secretary for Science and Energy; 

• establishing a Laboratory Policy Council and a Laboratory Operations Board to convene 
a senior-level strategic dialogue on key priorities and improve the effectiveness and 
efficiency of the laboratories' execution of the DOE mission; 

• strengthening project management, including by establishing a Project Management 
Risk Committee, restructuring the Energy Systems Acquisition Advisory Board, and 
reinforcing the independent peer review process; 

• launching cross-cutting research initiatives that involve coordinated efforts between 
DOE and multiple laboratories; 

• creating an annual Big Ideas Summit that convenes lab scientists and Departmental 
program leadership to generate new mission-related research challenges of importance 
to the Nation; 

• initiating an integrated approach to cyber issues through the establishment of the DOE 
Cyber Council, in which the labs are called upon to play a significant role; and 

• inaugurating a Technology Commercialization Fund for National Laboratory 
collaboration with the private sector on energy technology development. 

Not only do these and other changes make it possible for the labs to become engaged in 
providing substantive input about research directions for the Department, but also they have 
helped to form networks of labs with complementary capabilities to deliver results. All of these 
steps have been focused on reinvigorating the strategic partnership necessary for effective 
stewardship of the laboratories as Federally Funded Research and Development Centers 
(FFRDCs). 

The Commission's report appropriately focuses on the importance of the FFRDC model in 
providing an environment in which DOE sets the mission needs and provides oversight, while 
the managing contractor and laboratory leadership and staff put together the teams and 
structure programs in response to the mission needs, all in the public interest. The CRENEL 
effort has contributed to our re-examination of the management framework for the National 
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Laboratory system and how it can best serve the public interest. In addressing the 
Commission's findings and recommendations, the Department's response articulates and 
defines core objectives that embody this concept of lab management and stewardship. These 
objectives, along with the related recommendations from the Commission, are as follows: 

• Identify and provide necessary resources by conducting rigorous, comprehensive 
strategic planning across DOE, to include the laboratories in the process 
(Recommendations 1, 20) 

• Assist Congress in its role of reviewing the laboratories by promoting greater 
transparency with Congress and the taxpayer (Recommendations 1, 2, 30, 36) 

• Implement laboratory stewardship through partnership (Recommendations 2, 3, 4, 6, 9, 

12, 21) 

• Clarify roles and responsibilities (Recommendations 5, 10, 11) 

• Improve the development and implementation of requirements; improve the laboratory 
oversight environment (Recommendations 7, 8, 13, 14, 15, 18) 

• Improve annual laboratory planning and evaluation (Recommendations 3, 16, 20) 

• Manage the laboratories as a system, seeking to achieve maximum benefit for the 
Nation (Recommendations 17, 19) 

• Beyond revising strategic planning, examine procedures to allow laboratories flexibility 
to maintain excellence in the expertise of research staff (Recommendations 18, 19, and 
21 ) 

• Enhance laboratory mission-aligned collaboration with stakeholders and the broader 
science and technology community (Recommendations 22, 23, 24, 25, 26, 27, 28) 

• Continue to develop the Institutional Cost Report (ICR) (Recommendations 29, 30) 

• Revitalize laboratory infrastructure, reduce the risk of excess facilities, and improve 
project management (Recommendations 31, 32, 33, 34, 35) 

It is evident that we have a shared vision for a National Laboratory system focused on 
innovation, partnership, and stewardship that sustains the DOE laboratories as a science and 
technology powerhouse for the Nation. The CRENEL report, as well as inputs from SEAB and 
the lab directors, will continue to help guide progress towards this vital imperative. 


Sincerely, 



Ernest J. Moniz 
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1 INTRODUCTION 

Congress, through Section 319 of the Consolidated Appropriations Act, 2014 (Public Law 113- 
76), directed the Secretary of Energy to establish an independent commission known as the 
Commission to Review the Effectiveness of the National Energy Laboratories (Commission). In 
the legislation. Congress asked that the Commission review the 17 Department of Energy (DOE) 
National Laboratories with respect to their alignment with DOE's strategic priorities, 
duplication, ability to meet current and future energy and national security challenges, size, and 
support of other Federal agencies. Congress also asked the Commission to consider whether 
there are opportunities to more effectively and efficiently use the capabilities of the National 
Laboratories, and to analyze the effectiveness of the use of laboratory directed research and 
development (LDRD) to meet DOE's science, energy, and national security goals. 

The Secretary established the independent Commission in May 2014, and it published its Final 
Report in October 2015. In its report, the Commission concluded that the DOE laboratories are 
"a unique scientific resource and national security asset, providing a vital experimental 
infrastructure to the Nation's research community and sustaining the nuclear weapons 
expertise crucial to modern American security" and are "a national treasure with the potential 
to serve the nation now and well into the future." The Commission noted that, while the DOE 
laboratories serve the Nation well, they could be even more effective and efficient if they and 
DOE improve their relationship, focusing on the principles of stewardship, accountability, 
competition, and partnership inherent in the fundamental model of Federally Funded Research 
and Development Centers (FFRDC).* To that end, the Commission offered 36 recommendations 
for improvement that focus on six key themes. 

As reflected in the Message from the Secretary, DOE agrees with the Commission that the DOE 
laboratories provide unparalleled value to the Nation, serving as a science and technology 
powerhouse and occupying a critical role that cannot be carried out solely by universities or the 
private sector. The laboratories produce innovations that spur the Nation's economy, play a 
critical role in our national security, and serve as a key catalyst for clean energy development 


* Pursuant to U.S. Code of Federal Regulations, Title 48, Part 35, Section 35.017, "An FFRDC meets some 
special long-term research or development need which cannot be met as effectively by existing in-house 
or contractor resources. FFRDC's enable agencies to use private sector resources to accomplish tasks 
that are integral to the mission and operation of the sponsoring agency. ...FFRDC's are operated, 
managed, and/or administered by either a university or consortium of universities, other not-for-profit or 
nonprofit organization, or an industrial firm, as an autonomous organization or as an Identifiable separate 

operating unit of a parent organization." 
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and climate mitigation strategies. Continued investments in the laboratories, coupled with 
effective and efficient stewardship, are critical to strengthening and preserving this vital 
partnership. 

2 Response 

doe's response to the Commission is organized around the six themes articulated by the 
Commission in its report: (1) recognizing value, (2) rebuilding trust, (3) maintaining alignment 
and quality, (4) maximizing impact, (5) managing effectiveness and efficiency, and (6) ensuring 
lasting change. For those themes, DOE has identified specific objectives which articulate 
strategic outcomes that DOE seeks to achieve to effectuate its vision of laboratory stewardship 
and partnership, and to respond to the Commission's findings, conclusions, and 
recommendations. The response then details those actions that DOE is engaged in, or will 
commit to execute, to accomplish these objectives. 

2.1 Recognizing Value 

The DOE National Laboratory system consists of 17 laboratories, each with a core mission and 
core programmatic sponsor at DOE. Of the 17 laboratories, 16 are operated through 
Management and Operating (M&O) contracts. Some National Laboratories are focused on a 
single DOE program, while others have a core program that is strengthened by work performed 
for other DOE programs and sometimes for other government entities (such as DOD or DHS) or 
private sector partners. DOE uses its laboratories to support and develop its priorities in 
program areas, and also develops and executes cross-cutting programs across the laboratories. 

The Commission notes that a culture of scientific excellence, technical rigor, and mission- 
focused vision has defined the National Laboratories throughout their history and allowed them 
to serve the United States time and again. The Commission highlighted the unique and 
collaborative role that the National Laboratories play in solving highly complex, multi- 
disciplinary, long-term projects that span the basic sciences to research and development 
(R&D). This collaboration includes university partnerships, working with other Federal 
agencies, the private sector, and more than 31,000 academic and industrial scientists who carry 
out research at DOE's user facilities. More than 100 DOE laboratory-affiliated researchers have 
been awarded Nobel Prizes, and the National Laboratories have received over 800 R&D 100 
Awards since 1962. Given this positive impact, the Commission concluded that sustained 
Federal support of R&D at the National Laboratories is critical to the future of the science and 
technology enterprise as well as the Nation's economy and security. By making the laboratory 
system as efficient as possible and ensuring that it focuses on important endeavors not 
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otherwise being addressed, DOE can maximize the quality of these R&D accomplishments of 
the laboratories. 

Commission Recommendations 

Under the theme "recognizing value," the Commission provided the following 
recommendation:^ 

Recommendation 1: The National Energy Laboratories provide great value to the Nation in their 
service to DOS's mission, the needs of the broader national science and technology community, 
and the security needs of the Nation as a whole. The Administration and Congress should 
provide the necessary resources to maintain these critical capabilities and facilities. It would also 
benefit all stakeholders if the key committees in Congress would develop a more orderly process 
of reviewing the National Laboratories, to replace the unrelenting pace of studies evaluating the 
performance of the DOE laboratories. 

Discussion 

DOE agrees with the Commission's conclusion that the National Laboratories provide great 
value to the Nation in their service to DOE's mission, the needs of the broader national science 
and technology community, and the security needs of the Nation as a whole. The substance of 
this first recommendation involves actions by DOE and by Congress. While DOE does not have 
a response to the Commission's recommendations to Congress, it recognizes that DOE's actions 
can facilitate Congressional understanding and evaluation of the laboratories' contributions and 
performance. 

DOE views the Commission's recommendation that it provide the necessary resources to 
maintain the critical capabilities and facilities of the laboratories in the broad framework of a 
strategic partnership with the laboratories that emphasizes performance. The following 
principles guide DOE's efforts to improve this partnership, so that it continues to provide value 
to DOE and the Nation as a whole: 

• Creating an institutional environment with necessary and sufficient Federal oversight 
that enables laboratories to best serve the public interest with objectivity and 
independence and take reasonable risk in the pursuit of innovation 


' In the body of this report. Commission recommendations are stated in summary form. The full text of 
Commission recommendations is provided in the Appendix. 
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• Encouraging laboratory employees to maintain their world-class capabilities and talents 
in their field(s) of expertise 

• Ensuring that laboratories can provide a quick response capability to DOE and its other 
strategic partners 

• Promoting transparency between DOE, the laboratories, the government more broadly, 
and the public 

• Facilitating the ability of the Laboratories to perform cutting edge research for other 
entities in the national interest 

doe's approach, then, to implementing this recommendation is twofold. First, DOE will 
continue and enhance its comprehensive planning processes, including involving the 
laboratories in these planning efforts, to establish strategic direction and priorities, ensuring 
that DOE makes the most of the available resources. Second, DOE will improve transparency 
with Congress and with the taxpayer regarding how it is using those resources in the best 
interest of the Nation. The specific actions described here are intended to meet these two 
objectives. 

Specific Actions 

OBJECTIVE: Identify and provide necessary resources by conducting rigorous, 
.comprehensive strategic planning across DOE, to include the laboratories in this ■ 
ptpcess TReTOmmendot/ons 1, 20) 

Current Strategic Planning Efforts. DOE currently conducts its strategic planning through the 
preparation of a series of key studies and documents. They span the range from 
Administration-wide policy studies to program-specific strategies. 

• With respect to DOE's energy programs, the foundational planning drivers for policy and 
programmatic decisions are the Quadrennial Energy Review (QERj and the Quadrennial 
Technology Review (QTR). They are designed to evaluate the current state of energy- 
related science and technology, policy, infrastructure, and other energy-linked challenges to 
the economy, environmental quality, and national security, and identify opportunities and 
recommendations. The QER is an Administration-wide policy process, led by the White 
House Domestic Policy Council and Office of Science and Technology Policy. DOE plays a 
critical role in the QER and is responsible for conducting the analysis, drafting the report, 
stakeholder outreach, and supporting interagency coordination. Unlike other Federal 
Quadrennial Review processes where an analysis is done every four years, the QER is 
conducted through installments to allow for granular analysis of key energy sub-sectors. 
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The QTR is a planning process specific to DOE. It explores the current state of technologies 
in key energy sectors and R&D opportunities present in the mid-term. It is intended to 
frame a blueprint for DOE energy technology development and the enabling science for 
future technology breakthroughs. 

• With respect to DOE's national security responsibilities, the National Nuclear Security 
Administration (NNSA) produces two comprehensive planning documents that Integrate 
programmatic requirements across laboratories, plants, and sites. The Stockpile 
Stewardship and Management Plan (SSMP) is DOE NNSA's 25-vear strategic program of 
record for maintaining the safety, security, and effectiveness of the nuclear stockpile. The 
SSMP is published annually, in response to statutory requirements, in report or summary 
form, to support the President's Budget submission to Congress for Weapons Activities. As 
recommended by the Secretary of Energy Advisory Board (SEAB) Task Force on Nuclear 
Nonproliferation, a new report, Prevent, Counter, and Respond - A Strategic Plan to 
Reduce Global Nuclear Threats, articulates for the first time, in a single document, the 
NNSA programs to reduce the threat of nuclear nonproliferation and nuclear terrorism. As 
such, it serves as a companion document to the annual SSMP, 

• The results from these foundational reports on DOE's energy and national security 
responsibilities are integrated into DOE's Strategic Plan. DOE's most recent Strategic Plan 
for 2014 - 2018 , published in March 2014, is a comprehensive blueprint to guide the 
agency's core missions and provides a roadmap for the work of DOE, highlights major 
priorities, and provides the basis for individual DOE program plans. 

Future Laboratory Participation . The National Laboratories are already important partners in 
the development of DOE's key strategic planning documents. They provide important technical 
input and expertise that informs DOE's analysis and planning efforts. Each of these documents 
will be refreshed on a periodic basis to reflect the evolving challenges, technologies, and 
opportunities facing DOE in the execution of its missions. As part of its efforts to strengthen its 
partnership with the National Laboratories, DOE will continue to engage with them In 
developing future updates to these documents, 

OBJECTIVE: Assist Congress in its role of reviewing the laboratories by promoting 
greater transparency vyith Congress and with the taxpayer (Recommendations 1, Z, 30, 

36) ' ■ . 

Starting in 2016, DOE will begin providing an annual report to Congress on the State of the 
Laboratory System. The purpose of the report will be to describe key initiatives of the National 
Laboratories, including how the system as a whole is serving the Nation through collective and 
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cross-cutting activities. It also will articulate DOE's operational successes and continued 
challenges in stewarding the laboratories, including DOE's status in implementing key actions 
described in this response. The first of these reports will be more comprehensive, providing a 
history and background on the National Laboratories and establishing a foundation for future 
annual updates. Developing the annual updates will be a collaborative effort among the three 
Under Secretary offices, facilitated by the Laboratory Operations Board (LOB). The annual 
report will be endorsed by the Laboratory Policy Council (LPC) and issued by the Secretary. 

DOE also will continue to conduct Lab Day on the Hill events. The first, held in September 
2014, included Laboratory Directors and representatives from all 17 National Laboratories and 
showcased demonstration projects across five theme areas - energy innovation and 
environmental sustainability, manufacturing innovations, high performance computing, 
national security, and discovery science. The second, in July 2015, highlighted the National 
Laboratory system's scientific and technological contributions towards developing America's 
new energy infrastructure, focusing on: grid modernization, sub-surface science, sustainable 
transportation, and integrated energy systems. In October 2015, Lab Day focused on the role 
of the National Laboratories in nuclear nonproliferation, national defense, homeland security 
and counter terrorism, emergency response, and stockpile stewardship. The next. Science Day 
on the Hill, is planned for April 2016, and an Environmental Stewardship Day on the Hill is 
planned for fall 2016. These events are a valuable tool not only to share the good work of DOE 
and its laboratories but also to raise the laboratory system's awareness of broader 
Congressional interests and to hear feedback from stakeholders. 

2.2 Rebuilding Trust 

The Commission noted that a basic premise of the FFRDC/M&O model is trust. The Commission 
stated that "the government is responsible for setting the 'what of strategic program direction 
to meet the Nation's needs, while contracted university and industry partners are responsible 
for determining precisely 'how' to meet the technical and scientific challenges and to carry out 
programs." The Commission noted that a strength of this model when it is working properly is 
to provide freedom to innovate without overly intrusive management. The Commission 
observed that trust between DOE and the laboratories has eroded, which has resulted in overly 
prescriptive management in some areas. The Commission also recognized, however, that 
"there is significant improvement being made in this area under the current Secretary and 
directors of the National Laboratories, and wishes to support these and other steps" including 
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reactivating the National Laboratory Directors' Council (NLDC), the LOB, and other forums for 
collaboration of various groups within DOE and the laboratories. 

Commission Recommendations 

Under the theme "rebuilding trust," the Commission provided the following recommendations: 

Recommendation 2: DOE should delegate more authority and flexibility to the laboratories and 
hold them accountable for results. The laboratories must be transparent with DOE. 

Recommendation 3: DOE and each laboratory should cooperatively develop a high level annual 
operating plan, and DOE should provide increased flexibility and authority to the laboratory 
within that framework. 

Recommendation 4: DOE should implement greater leadership and management development 
for Its Federal workforce, including multi-directionol rotational assignments. 

Recommendation 5: DOE should separate NETL's research and development function and 
consider converting it to a government-owned, contractor-operated FFRDC. hlETL should 
increase its interactions and collaboration with universities. 

Recommendation 6: DOE should abandon incentive award fees in the M&O contracts in favor of 
a fixed fee set at competitive rates. DOE should adopt a broader and richer set of incentives and 
consequences to motivate sound laboratory management and enforce accountability. 

Recommendation 7: For non-nuclear, non-high- hazard, unclassified activities, DOE should allow 
laboratories to use Federal, State, and national standards in place of DOE requirements. DOE 
should review and minimize approval processes. 

Recommendation 8: DOE should modify its processes for developing directives, orders and other 
requirements to more fully engage subject matter experts and to use a risk-based model. 

Recommendation 9: DOE should focus on making the use of Contractor Assurance System (CAS) 
more uniform across the laboratories, and local overseers should rely on information from the 
CAS systems. 

Recommendation 10: The role of the site office should be emphasized as one of "mission 
support, " with all staff in the site office reporting to the site office manager. DOE should devote 
more effort to leadership training and professional development of field staff. 
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Recommendation 11: DOE should clarify the role and authority of the support centers and align 
all authorities at either the site office or DOE headquarters, as appropriate. 

Recommendation 12: All stakeholders should make maximum use of local assessments 
performed by site offices and laboratories. 

Recommendation 13: DOE should establish a single paint of control— within the Department or 
each stewarding program office— for oil laborotory-directed data requests. 

Recommendation 14: DOE and its program offices should increase the size of funding 
increments, extend timelines and minimize milestones for each increment, and institutionalize 
mechanisms for laboratory flexibility to move money between budget codes. 

Recommendation 15: Congress should repeal Section 301(d) of the FY 2015 Consolidated 
Appropriations Act as soon as feasible to remedy the transactional burden it creates for 0MB, 
DOE Headquarters, and the laboratories when operating under a continuing resolution. 

Discussion 

DOE agrees with the Commission that there is a need to return to the spirit of the FFRDC 
modei, FFRDCs enable government agencies to work with private sector partners to accomplish 
tasks that are integral to the mission and operation of the sponsoring agency. The FFRDC is 
required to conduct its business in a manner befitting its special relationship with the 
government, to operate in the public interest with objectivity and independence and with full 
transparency to its sponsoring agency. To do this, DOE and the National Laboratories must 
work together as partners to restore the ideal nature of the FFRDC relationship as a culture of 
trust and accountability. To that end, the specific actions outlined here focus on achieving 
three objectives: (1) implement Laboratory stewardship through partnership, (2) clarify roles 
and responsibilities, and (3) improve the development and implementation of requirements, as 
well as the laboratory oversight environment. 

Specific Actions 

OBJECTIVE; Implement laboratory stewardship through pmtnershtp (Recommendations 
2, 3, 4, 6, 12, 21) 

Existing Initiatives . Consistent with the FFRDC model, DOE will ensure its laboratory 
stewardship responsibilities are founded on the trusting partnership that must exist between 
Federal and laboratory leadership. Maintaining this partnership requires developing a strong 
set of tools that will allow all DOE programs to consistently and effectively partner with the 
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laboratories; delegating authorities to the laboratories where warranted; and investing in 
leadership development for both Federal and laboratory staff. DOE has established two joint 
Federal-Laboratory bodies that provide the leadership and enterprise-wide coordination to 
effectuate this commitment to a partnership model: the LPC and the LOB. 

• In July 2013, the Secretary established the Laboratory Policy Council (LPC) to provide a 
forum to include the National Laboratories in strategic discussions of DOE's policy and 
program planning process, and for DOE to provide strategic guidance on National 
Laboratory activities. The LPC, chaired by the Secretary and comprised of senior DOE 
leadership and the National Laboratories Directors' Council Executive Committee, convenes 
three times a year and serves as an important forum for exploring nascent proposals related 
to new research directions, building human capacity, and improving communications; 
discussing progress and guidance on initiatives, such as technology transition pilots and 
emergency response. Discussions within the LPC have focused on crosscutting 
Departmental initiatives, DOE-lab studies by external bodies, management challenges, and 
workforce and leadership diversity. 

• The Laboratory Operations Board was chartered in October 2013, with a charge "to 
strengthen and enhance the partnership between DOE and the National Laboratories, and 
to improve management and performance." One of its early efforts illustrates the 
enterprise-wide impact of the group: the LOB led a first-ever enterprise wide assessment of 
general purpose infrastructure across all 17 National Laboratories and NNSA sites and 
plants, using newly-established metrics to provide a uniform assessment of infrastructure 
such as utilities, FIVAC systems, and office buildings. This initiative provided the basis for an 
additional $106 million requested by DOE, and funded by Congress in the Fiscal Year (FY) 
2016 appropriations, targeted for general purpose infrastructure projects. Since then, the 
LOB has led DOE on other operations and management issues ranging from the strategic - 
e.g. coordinating a similar enterprise-wide effort to provide updated assessments and 
prioritization of unused and contaminated "excess" facilities, to the targeted - e.g. updating 
Departmental policy on Strategic Partnership Projects and then building a community of 
practice to promulgate best practices and streamline approvals. 

• The LPC and LOB have proven to be successful partnership forums where issues can be 
raised and solutions can be debated with relevant stakeholders engaged. These bodies will 
continue to play an important role in providing insight into key Departmental strategy and 
management issues. They are closely integrated with the laboratory leadership, as the 
executive committee of the NLDC sits on the LPC, and the chairs of the laboratory Chief 
Operating Officer and Chief Research Officer working groups are members of the LOB. The 
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charters of these two key leadership groups will be amended to clearly establish that a key 
focus area of each initiative should be to address issues counter to the DOE/laboratory 
partnership, and to establish mechanisms to identify and remedy those as they arise. 

Increasing Flexibility and Accountability through Annual Operating Plans . DOE appreciates the 
recommendation from the Commission regarding annual operating plans, which would reflect 
high-level agreements on the nature and scope of the laboratory's activities, As discussed 
below in Section 2.3, DOE has already embarked on an effort to improve the existing annual 
planning process as well as the performance management process through DOE's existing 
annual Performance Evaluation and Management Plans (PEMPs). These improvements are 
responsive to some of the increased transparency, accountability, and predictability of 
laboratory planning that the Commission's report recommends, and DOE is currently evaluating 
whether existing Departmental mechanisms can be further enhanced to address the 
Commission's concerns. In addition to these ongoing efforts to strengthen annual laboratory 
planning and evaluation processes, DOE is undertaking a number of other steps. 

• DOE also is evaluating whether a pilot of the annual operating plan concept at one or two 
National Laboratories (or areas within a laboratory) would result in added streamlined 
management without creating a duplicative process.^ Any pilot effort would be focused on 
establishing a high-level understanding and agreement on the laboratory's planned work for 
the year, which could then be used to guide and expedite various approval processes 
throughout the course of the year. 

• As a result of related recommendations from SEAB, DOE has initiated an "evolutionary" 
working group effort to identify specific authorities that can be delegated, on a pilot basis 
at Fermi National Accelerator Laboratory, to improve efficiency and reduce transactional 
oversight. Some of the recommendations for this group likely will lead to changes to 
Departmental-wide policies. 

• Similarly, DOE has initiated a second "revolutionary" working group to examine the 
laboratory contract structure at the Stanford Linear Accelerator Center, with the objective 
of developing a more streamlined approach to improve the partnership and reduce 
transactional oversight. 

Leadership Development Rotational Assignments . The LOB has established a working group 
with the DOE Chief Fluman Capital Officer (CFICO) to develop and implement a pilot for a 


* In comments to DOE on the Commission report, the Executive Committee of the National Laboratory 
Directors' Council raised a concern that a new annual operating plan might be duplicative of current 
requirements such as the PEMPs. 
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leadership development rotational program that would offer DOE Federal and laboratory mid- 
level and senior employees opportunities to rotate to laboratory or Federal sites. These 
rotational assignments would provide opportunities for a detail to a limited-term team that is 
focused on a unique project or solving a complex problem; longer term assignments also would 
be considered on a case-by-case basis. The rotational program, to be run by the CFICO office 
and anticipated to begin in 2016, is intended to promote greater common understanding of the 
management challenges and opportunities between the laboratories and the Federal 
employees, and to strengthen partnership and trust. 

Incentive Award Fees . With respect to the M&O contract incentive structure, the 
Commission's recommendations are most applicable to the NNSA contracts. Informed by 
feedback from the M&O community, NNSA is developing an M&O overarching procurement 
strategy guide that will include contract structure and incentive guidance for use when each 
specific acquisition strategy is initiated and approved for future competitions of NNSA's M&O 
contracts. This new contracting strategy will identify the appropriate application of incentive 
and fixed fee for N NSA contracts when the procurements for those contracts arise. 

OBJECTIVE: Clarify roles and responsibilities {Recommendations 5, 10, 11) , 

Fleadauarters and Field Management . In general, program management responsibility and 
strategic direction reside at DOE Headquarters whereas field offices provide day-to-day 
implementation and are advocates for mission work at the sites. DOE is taking steps to clarify 
the roles and responsibilities of the headquarters, program, field, and laboratory organizations. 
This will help strengthen the partnership between DOE and the labs and improve the 
implementation of core operational mechanisms and risk management, such as the Contractor 
Assurance System (CAS). 

A working group of the LOB is developing a DOE/Laboratory Management Framework 
document to be completed in 2016, which will describe the current operational framework 
across the Department, identify those parts of the framework that have added value to the 
DOE/laboratory relationship, and articulate core management principles relevant to the 
DOE/laboratory relationship to be implemented by the Under Secretaries. 

Each DOE program will review its field authorities and structure as part of this effort, including 
to ensure that Contracting Officers report to line managers, in addition, each program will 
formalize a field manager training and professional development program that provides for 
effective workforce planning and instills an understanding of "mission support" as the primary 
site office role. 
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In particular, NNSA will execute plans to improve its governance and oversight of field 
operations at its laboratories, sites, and plants and clarifying roles and responsibilities. The new 
approach will clarify the oversight roles of headquarters and field office personnel, placing 
emphasis on new rigorous and dependable Contractor Assurance Systems (described below), 
and leveraging best practices from the Office of Science, including enhancing peer review and 
corporate parent involvement as appropriate for each site. In addition, to manage and 
eliminate duplication in field oversight, IMNSA's field offices will use a Site Integrated 
Assessment Plan (SiAP) to identify their annual oversight requirements. This effort is intended 
to result in a consolidated schedule across all field offices and to assign resources based on 
expertise and functional area. 

National Energy Technology Laboratory . The Commission also recommends for National 
Energy Technology Laboratory (NETL), the only DOE National Laboratory that is government 
owned and government operated (GOGO), that there is a need for "significantly increased 
clarity and focus on the R&D mission for the research staff at NETL and for others outside NETL 
who work with them," The Commission recommends that DOE should separate NETL's R&D 
function from its management of Federal programs, and that the R&D function should be 
converted to "a government-owned contractor-operated FFRDC." 

While DOE agrees there is a need for increased focus on the R&D conducted by NETL's 
scientists, the Department notes that there are several ways to pursue such a focus. In the near 
term, focus on the R&D can be better achieved by integrating and synchronizing NETL's 
intramural and extramural research portfolio. This integration will better focus NETL's 
research, enhance NETL's collaborations with researchers in academia, industry, and other 
National Laboratories, and increase NETL's ability to consistently provide better science and 
research results. The Office of Fossil Energy recognizes the need to enhance NETL parity with 
other GOGOs within the Federal government by giving flexibility and discretion to drive 
innovation through mechanisms similarto those authorized by the National Defense 
Authorization Act. These mechanisms permit discretionary funds to strengthen scientific and 
technical vitality and create a flexible personnel system (e.g,, direct-hire authority for scientific 
and engineering positions, broad-banded pay systems, simplified job classification, 
contribution-based compensation system, and enhanced training and development) to attract 
and retain scientific and technical expertise. 
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OBJECTIVE: Improve the development and implementation of requirements; improve 
the laboratory oversight environment (Reeommendot/ons 7 , 8 , 9 , 13 , 14 , 15 , 18 ) 

DOE has initiated a comprehensive review of how, when, and why it establishes its own set of 
requirements, with a charge to take a fresh look at mechanisms including directives, policy 
memoranda, and acquisition letters. A workshop with a wide set of perspectives (both Federal 
and laboratory) is being convened in early 2016 with the goal of identifying specific challenges 
to tackle; it will be sponsored by the LOB and co-chaired by a Federal and a laboratory 
employee. Part of that effort is expected to discuss DOE requirements that are duplicative of 
Federal, State and National standards and whether there are circumstances where laboratories 
should be able to use those standards in place of DOE requirements. The effort also will 
evaluate proposals to streamline the processes for developing directives and other 
requirements. 

In addition, the Commission noted that data calls "can often arrive at the laboratories without 
being sufficiently vetted or filtered." The Commission indicated that the Office of Science (SC) 
has reduced the number of data calls by establishing a single point of contact for data requests 
for all of its 10 laboratories. Consistent with the Commission's recommendation, NNSA and the 
programs that oversee the applied laboratories plan to evaluate the process used in SC and 
determine what actions would be appropriate for their programs and their respective 
laboratories. 

The Commission report also recommended that DOE identify opportunities to reduce the 
transactional burden associated with funding allotments, as well as to evaluate whether 
Congress should repeal Section 301(d) of the FY 2015 Consolidated Appropriations Act. 

DOE is limited in the actions it can take without Congress to reduce the subdivision of funding 
into smaller "buckets." The annual appropriations act for DOE subdivides DOE's funding into 
more than 500 legally-binding control points, as enforced by section 301(d). Additional control 
points also are sometimes established administratively through the 0MB apportionment 
process and the internal DOE funds distribution process. 

DOE'S Office of the Chief Financial Officer (CFO) has been working with the program offices to 
reduce the subdivision of funds below the Congressional control points. As the Commission 
points out, the DOE Office of Energy Efficiency and Renewable Energy has recently moved 
towards larger grants with longer periods of performance and fewer milestones and reporting 
requirements. In addition, increased transparency should reduce the introduction of control 
points. 

Departmental Response to the Final Report of the Commission to Review the Effectiveness of 

the National Energy Laboratories | Page 13 




203 


Department of Energy | February 2016 

The Section 301 (d) restriction can be troublesome during periods when DOE funding is 
provided through Continuing Resolutions rather than through an annua! appropriations Act. 
Because the Continuing Resolution typically provides funding at the same level and under the 
same terms and conditions as the prior year appropriation, it can significantly restrict flexibility 
as programs transition to the new fiscal year. Also, because a Continuing Resolution is typically 
enacted for short periods of time, there may not be adequate time to process reprogrammings 
to address issues where additional program flexibility may be needed. The Administration 
succeeded in obtaining a waiver of section 301 for the NNSA Weapons Activities appropriation 
in the FY 2013 full year continuing resolution. No other DOE programs received a section 
301(d) waiver in the FY 2013 continuing resolution, and reprogrammings— often requiring 
months for formulation and Congressional approval— were required to reallocate funds to 
address requirements. Congress has not waived the provision in any subsequent continuing 
resolutions or conference appropriations Acts. DOE would work with the House and Senate 
Appropriations Committees if they choose to repeal section 301(d) to develop mechanisms that 
will preserve Congressional oversight and ensure Departmental accountability while improving 
management efficiency and effectiveness. In addition, DOE is exploring mechanisms for better 
Integrating disparate funding streams to have a larger impact, such as is being done in the Grid 
Modernization Laboratory Consortium. 

With respect to the oversight environment, the Contractor Assurance Systems (CAS) will 
continue to serve as a system for the contractor to manage performance consistent with 
contract requirements. Under this system, the oversight of activities with potentially high 
consequences is given high priority and greater emphasis. In addition, DOE oversight programs 
are designed and conducted commensurate with the level of risk of the activities. A working 
group led by the LOB has been reviewing how the various offices operate CAS at the 
laboratories under their purview and is developing a policy document which articulates high- 
level CAS principles, to help further more uniform application across the complex. These 
principles of Contractor Assurance, roles/responsibilities, and levels of risk acceptance underlie 
DOE/laboratory interactions, and so these core CAS principles will be incorporated into the 
DOE/Laboratory Management Framework document described above. In addition, NNSA is in 
the process of updating its CAS process to more closely mirror the Office of Science model, to 
include using peer reviews to analyze the strength of the CAS systems. 

In the areas of Federal safety and security oversight, DOE has enhanced the way oversight is 
conducted organizationally, procedurally, and operationally. In 2014, the Secretary established 
the Office of Enterprise Assessments to consolidate and manage all independent safety and 
security assessments within DOE. At the same time, the Office of Environment, Health, Safety, 
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and Security was established to serve as the organization responsible for policy development 
and technical assistance; safety analysis; and corporate safety and security programs. These 
actions provided a clear distinction between operational awareness and independent oversight 
responsibilities. DOE will continue to work to improve the oversight process, including 
addressing duplication where appropriate and sharing best practices, 

2.3 Maintaining Alignment and Quality 

The Commission's report noted the critical role of DOE in providing strategic direction to the 
laboratory system. The Commission indicates what it finds to be a lack of a comprehensive 
strategic planning process across DOE, but states that it finds that the laboratories' "research 
programs and capabilities are generally well-aligned with DOE's missions and strategic 
priorities." The Commission provides recommendations for improving planning efforts at DOE, 
including adopting elements of the Office of Science strategic planning process more broadly 
across DOE, 

Commission Recommendations 

Under the theme "maintaining alignment and quality," the Commission provided the following 
recommendations: 

Recommendation 16: Other DOE program offices should adapt the procedures and processes 
that doe's Office of Science has for guiding and assessing the alignment of the laboratories with 
doe's missions and priorities. 

Recommendation 17: The processes that the Office of Science has in place for assessing the 
quality of laboratory research and the quality of the research portfolio in each of Its programs, 
should be adapted by the other DOE program offices. 

Recommendation 18: There must be a government-wide reconsideration of the conference 
travel restrictions. 

Recommendation 19: The Commission strongly endorses LORD programs and supports restoring 
the cap on LORD to 6 percent unburdened, or its equivalent. 

Recommendation 20: DOE should manage the National Laboratories as a system having an 
overarching strategic plan that gives the laboratories flexibility. Once the research hos matured 
to the point that a preferred or most promising approach can be identified, the Department 
should provide strategic oversight and guidance to coordinate and consolidate programs. 
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Recommendation 21: Congress should recognize that the technical capabilities currently housed 
within the NNSA laboratories ore essential to the Notion. Maintaining the nuclear explosive 
package capabilities in separate and independent facilities has proven effective and should 
continue. 

Discussion 

DOE agrees with the Commission that strategic planning involving both DOE and the 
laboratories is critical to advancing the strategic direction of the laboratory system. To that 
end, DOE has identified three objectives: (1) improve laboratory planning and evaluation; (2) 
manage the laboratories as a system, seeking to achieve maximum benefit for the Nation; and 
(3) beyond revising strategic planning, examine procedures to allow Laboratories flexibility to 
maintain excellence in the expertise of research staff. 

Specific Actions 

OBJECTIVE: Improve annual laboratory planning and evaluation fRecommdrtdat/qnSi^j'^® 

16 , 20 } ■ 

The Secretary has initiated several efforts to bring more 
consistency to the management and oversight of the DOE 
laboratories, and DOE has established an Agency Priority 
Goal for FY 2016-FY 2017 (and related Strategy) that will 
ensure focus is maintained on these efforts (see box). 

First, DOE has already begun to develop a consistent 
annual laboratory planning approach to track and assess 
laboratory planning and evaluation. In this effort, DOE is 
establishing a Laboratory Planning Working Group, 
convened by the Under Secretary for Science and Energy 
and with participation from NNSA and the Office of 
Environmental Management, to create a framework for 
consistent laboratory planning processes. Consistent with 
Commission recommendations 16 and 17, NNSA and the 
applied energy offices will model their revised processes using core elements and attributes 
from the lab planning process used by the Office of Science (SC), As is done in SC, the annual 
laboratory plans will inform the PEMPs, infrastructure plans, and 10-Year Site Plans. A key 
element for programs and Under Secretarial offices is to ensure that these annual planning 
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efforts provide senior-level vision and direction that will help better integrate efforts rather 
than simply adding another process or level of review. 

Second, DOE has efforts underway regarding improvements to annual laboratory planning. 
Specifically, NNSA is working to improve its strategic planning process and partnership efforts 
by establishing a laboratory strategic planning function in the NNSA Office of Policy within the 
Office of the Administrator. NNSA will work with each of the Lab Directors and NNSA field 
office managers to establish this new process, which will include an annual high-level strategic 
discussion at which each Laboratory Director presents his or her long-term strategic vision, to 
include the complex factors and competing objectives that each national laboratory balances, 
while continuing to assure national security mission success. The discussion will also include 
longer-term issues that the Director considers vital to the mission success of the laboratory. 

Third, the Office of the Linder Secretary for Science and Energy has initiated efforts to improve 
the annual lab planning processes for the applied energy laboratories under its purview. The 
Office is developing coordinated and uniform guidance for applied energy labs to submit an 
Annual Laboratory Plan which will track the process and timing used in the Office of Science. 

The process will also include presentations by tbe laboratories of its key priorities. 

Finally, the Office of Environmental Management (EM), will establish an entity that is 
responsible for the stewardship of Savannah River National Laboratory, This entity will manage 
the process for annual laboratory program guidance, planning, and evaluation, and will serve as 
a focal point for other key laboratory stewardship activities, such as Strategic Partnership 
Projects (SPP) and LORD. EM will implement a planning and evaluation process with core 
elements and attributes developed from the Office of Science model. 

In addition to these annual lab planning improvements, DOE also has efforts underway to make 
the lab performance management process more uniform across DOE, In 2014, the Office of the 
Under Secretary for Science and Energy chartered a Laboratory Performance Management 
Working Group to better align the processes used by the program offices to annually evaluate 
the laboratories' performance, using the Office of Science PEMP process as a model, This group 
developed several recommendations that are being implemented by DOE, through the Under 
Secretaries, in FY 2016. The recommendations provide for: consistent annual laboratory 
performance plans across all laboratories with common hierarchy; standard nomenclature and 
definitions of terms; the identification and evaluation of a laboratory's leadership role in cross- 
cutting initiatives with inter-laboratory collaboration (e.g.. Grid Modernization); and 
performance feedback from all major sponsors (both DOE and non-DOE) of work at a 
laboratory. In 2016, the Under Secretary for Science and Energy will integrate this ongoing 
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effort to improve the PEMP process with the new annual laboratory planning approach 
described above. 

OBJECTIVE: Manage the Laboratories as a:system, seeKing;.t(j achieve maxirntirn benefit 
for the Nation (Recornmendatimsl?it9}^:0:;: t4Sss||||s > i 

A number of the efforts described above go to the efforts to manage the laboratories as a 
system. This includes the enterprise-wide bodies that provide strategic direction and vision to 
improve the lab partnership-including the LPC and the LOB-as well as the cross-departmental 
laboratory planning and performance working group that seek to not just improve planning at a 
single laboratory, but to better integrate planning across the system. In addition, the 
Departmental reorganization of the Under Secretary offices moved the basic research and 
applied energy programs under the newly-established Under Secretary for Science and Energy 
to better coordinate lab research and development activities. DOE will use future updates of 
the Science and Energy Plan, the NNSA SSMP, and the report entitled "Prevent, Counter, and 
Respond - A Strategic Plan to Reduce Global Nuclear Threats," to articulate decisions pertaining 
to an appropriate level of duplication of research and synergies in the DOE-laboratory 
crosscuts. 

Moreover, DOE will continue collaboration through DOE-laboratory crosscuts, and will use the 
enhanced lab planning approach to inform, for example, crosscutting teams, and plans and 
proposals submitted to the National Laboratory Big Ideas Summit. The Under Secretary for 
Science and Energy will continue to sponsor an annual National Laboratory Big Ideas Summit, 
which brings together subject matter experts from DOE's science and energy offices as well as 
the Office of Energy Policy and Systems Analysis, the NNSA, and all 17 National Laboratories 
(including their Directors and senior research staff) to propose and explore innovative ideas for 
solutions to key energy issues. The first Summit resulted in major Departmental initiatives in FY 
2015 and FY 2016, including the Grid Modernization Laboratory Consortium, which is led by 
two Federal and two Laboratory representatives. 

OBJECTIVE: Beyond, revising strategic planning, examine procedures to allow 
Laboratories, flexibility . to maintain excellence in the expertise of research staff. 
(Recommendations 18, 19 a,nd,21) 

Through discussions with the National Laboratory Directors' Council (NLDC) and their working 
groups, as well as through the LPC and LOB, DOE will continue to identify additional methods 
and mechanisms to manage the Laboratories as a system with maximum flexibility to pursue 
new, mission-relevant lines of inquiry. 
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Of particular note, DOE welcomes the Commission's support for LORD programs. The LORD 
Program provides the laboratories with the opportunity and flexibility to establish and maintain 
an environment that encourages and supports creativity and innovation, and contributes to 
their long-term viability. LORD allows DOE's laboratories to position themselves to advance the 
national security mission and respond to the Nation's future research needs. The Commission 
recommended that Congress restore the cap on LORD to 6 percent unburdened, or its 
equivalent, noting that this will have the largest impact on LORD at the NNSA laboratories. The 
recently-enacted FY 2016 National Defense Authorization Act increased funding for LORD with a 
minimum rate of 5 percent and a maximum of 7 percent of the NNSA laboratories' operating 
budgets, a level more consistent with historic NNSA levels. 

DOE also is working to promulgate best practices on LORD throughout DOE. DOE will establish 
a best practices process in FY 2016 to help the National Laboratories improve the flow of 
outcomes from LDRD to missions. This working group, led by NNSA but involving the other 
Under Secretary offices as well, also will develop an electronic forum in 2016 to document and 
share best practices. In FY 2016, DOE will issue a LDRD Highlights document; NNSA also will 
share the individual annual lab reports with Congress and provide an annual briefing for 
stakeholders on the benefits realized due to LDRD investments. 

In regard to conference management procedures, as the Commission notes, DOE has taken 
efforts to revise and refine the existing processes, including to streamline administrative actions 
and reduce transactional oversight, while meeting all legal requirements and maintaining 
appropriate management controls to ensure cost-effectiveness. 

DOE also is streamlining its approval requirements relating to laboratory employee benefits to 
provide laboratories greater flexibility to manage their workforce. Among these changes, 
following the issuance of the Commission's report, in January 2016 DOE revised its process to 
eliminate prior approval of new or revised benefit plan changes, with the exception of changes 
that result in increased costs or that are contrary to Departmental policy or written 
instructions. DOE also agrees that the timing of its process for reviewing pension funding plans 
should be addressed and is working to streamline those processes. 

2.4 Maximizing Impact 

The Commission finds that the "National Laboratories represent a national asset of inestimable 
value" but notes that more can be done to tap the capabilities of the laboratories, especially in 
support of economic competitiveness. The laboratories interact with stakeholders beyond DOE 
- including other Federal agencies and the private sector. The Commission states that more 
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can be done to broaden collaboration and to make the laboratories run efficiently and 
effectively. 

Commission Recommendations 

Under the theme "maximizing impact," the Commission provided the following 
recommendations: 

Recommendation 22: DOE should establish policies and procedures to make the Strategic 
Partnership Projects (SPP) process more efficient. 

Recommendation 23: DOE should support efforts to strengthen the Mission Executive Council. 

Recommendation 24: DOE and its laboratories should continue to facilitate and encourage 
engagement with universities. 

Recommendation 25: DOE should fuliy embrace the technology transition mission and continue 
improving the speed and effectiveness of collaborations. Innovative technology transfer and 
commercialization mechanisms and best practices should continue to be pursued. 

Recommendation 26: DOE should determine whether the annual operating plans could qualify 
as the "agency approved strategic plan" under the Stevenson-Wydier Technology Innovation Act 
of 1980, and the Fast-Track CRADA Pragram. Far CRADAs with non-standard terms and 
conditions, DOE should define the acceptable range for each term and condition to greatly 
expedite negotiation and review/approval time. 

Recommendation 27: Laboratories should pursue innovation-based economic development by 
partnering with regional universities. 

Recommendation 28: DOE, the Administration and Congress should continue to support user 
facilities at the DOE laboratories, including peer review by external advisory groups. 

Discussion 

DOE agrees that the laboratories' engagement with Federal and private sector partners is a vital 
element of their mission. The DOE laboratories are major national scientific and technical 
assets whose contributions to the United States at large, and in areas beyond the DOE missions, 
are significant. In addition, the DOE laboratories can play a regional role in supporting 
universities and community colleges by providing partnering opportunities and serving as a 
conduit to the broader laboratory network. DOE's objective in this area is as follows: enhance 
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laboratory mission-aligned collaboration with stakeholders and the broader science and 
technology community. 

Specific Actions 

OBJECTIVEt Enhance laboratory mission-aligned collaboration with stakeholders and 
the broader science and technology cbmitloijiit'y ;(Reeo^m 22 , 23 , 24 , 25 , 26 , 

27 , 28 } \ ^ ^ 

In the area of Strategic Partnership Projects (SPP), the Secretary recently issued an updated 
policy document which sets forth the principles for DOE's strategic engagement with partners 
from other Federal agencies and the private sector. This policy makes clear that DOE is 
committed to expanding the use of its laboratories and other sites for the benefit of its strategic 
partners. This work must be consistent with or complementary to DOE's missions or the facility 
to which the work is to be assigned. The work also should enhance or make use of the facility's 
core capabilities, but does not need to be associated with a specific mission of the "owning" 
program. Additionally, the work must not adversely impact DOE programs, result in direct 
competition with the domestic private sector, or create a detrimental future burden on DOE 
resources. 

In addition, under the leadership of the LOB, DOE established a community of practice on SPP 
to ensure communication of best practices across the complex. The community of practice held 
its first annual SPP summit in March 2015 and continues to meet to discuss ways to enhance 
collaboration and streamline processes. Within NNSA, the Office of Strategic Partnership 
Programs has created a task force of laboratory and Federal personnel, including potential SPP 
partner representatives, to improve the SPP program, processes, and procedures. The task 
force will undertake an in depth look at the current process to identify efficiencies, an analysis 
of other mechanisms to place work, including umbrella agreements, and a discussion on 
appropriate metrics. Proposed changes to the NNSA SPP approval process are expected to be 
implemented in late FY 2016. 

The Commission also recommends that DOE "support efforts to strengthen the MEC." The 
Mission Executive Council (MEC) was established to bring a more strategic understanding of 
the capabilities needed for the labs and facilities to serve the agencies' missions. While DOE is 
committed to the future success of the MEC, further development of this strategic concept is 
required, as well as the involvement and commitment of the agencies for which the DOE 
facilities perform their work. In addition, since the MEC only represents four agencies, it would 
not be the proper venue to coordinate, streamline, and execute all interagency work because 
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many other stakeholders would not be represented. The MEC is currently pursuing an agenda 
focused on identifying strategic priorities and critical capabilities to address enduring national 
security challenges and potential technological surprises raised by the MEC Member agencies. 
This approach and dialogue are starting to work and will result in an actionable MEC strategic 
framework on specific activities for the MEC Members to execute. 

DOE concurs with the Commission's recommendation on continuing to support user facilities at 
the laboratories. DOE will continue to support user facilities as a key part of its portfolio and 
will continue to use external peer review and external advisory groups to evaluate facility 
performance and help inform decisions on existing and future facilities. DOE also will ensure 
that best practices by the Office of Science for managing user facilities are incorporated into the 
management practices of other DOE program offices. In addition, DOE will include a discussion 
about user facilities in the Annual State of the Laboratory System report to emphasize the 
critical role they play. 

In regard to supporting and accelerating DOE's Technology Transfer Mission, DOE also 
recognizes how technology transition activities offer ways to improve coordination of strategic 
activities with the laboratory enterprise. In early 2015, the Secretary established the Office of 
TechnoiogyTransitions (OTT) to coordinate and optimize how DOE transitions early-stage R&D 
to applied energy technologies through technology transfer, commercialization, and 
deployment activities. The OTT works with the Technology Transfer Working Group, which 
includes representatives from all National Laboratories, as a strategic partner providing them 
information about DOE activities and getting feedback from them on new technology transition 
programs and policies. 

To further support technology transitions activities, DOE will update its 2008 Department-wide 
policy statement on technology transfer activities and will also develop the statutorily-required 
Technology Transfer Execution Plan, which will help set the strategic vision and implementation 
instructions for DOE. These documents will identify ways to enhance the visibility and endorse 
the importance of the technology transition mission. Additionally, DOE will work to provide 
more clarity to laboratories regarding the acceptable range for terms and conditions for non- 
standard CRADAs to expedite negotiation and subsequent review and approval. DOE 
implements both decentralized and centralized approaches to technology transfer and notes 
that National Laboratories currently have and employ the flexibility to interact directly with 
industry and negotiate agreements. DOE supports industry and laboratory interactions that are 
decentralized since each laboratory is unique and should develop partnerships that support the 
missions of DOE, and are tailored to the Laboratory's surrounding community and industry 
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needs, including the pursuit of innovation-based economic development. Recognizing some of 
the constraints of existing mechanisms, DOE has over the last few years worked to provide 
more flexibility through the Agreement for Commercializing Technology (ACT) pilot, which will 
be assessed for its ability to reduce barriers to entities that access the laboratories. DOE also 
will continue to encourage laboratories to build on the successful innovative mechanisms 
identified by the Commission for engaging industry to make collaborations easier, faster, less 
expensive, and more effective. 

With respect to collaboration with universities, DOE agrees that its engagement with 
universities is a critical part of the work of DOE and its laboratories. For instance, DOE provides 
direct-funded grants to universities following a competitive selection process (ranging from 
single-investigator awards to large multi-disciplinary efforts), and also issues subcontracts to 
universities. One example of ongoing engagement is through the Energy Frontier Research 
Centers (EFRCs), which are funded by the Office of Science, and involve partnerships among 
universities. National Laboratories, and private sector partners to conduct fundamental 
research focusing on one or more grand challenges to accelerate transformative discovery in 
current energy technologies. Other partnerships including Energy Innovation Hubs, which are 
integrated research centers that combine basic and applied research with engineering to 
accelerate scientific discovery, and the National Network for Manufacturing and Innovation 
(NNMI), which provides a manufacturing research infrastructure where U.S. industry and 
academia collaborate to solve industry-relevant problems. 

In addition, university faculty and students are actively engaged in work at DOE's laboratories; 
more than half of the researchers using the Departmental scientific user facilities come from 
universities. Collaborations between university and National Laboratory researchers take place 
through mechanisms such as personnel exchanges and joint faculty appointments, research 
collaborations, and joint research programs. 

Looking forward, there will be additional opportunities to further engage with universities and 
impact innovation based economic development as a result of the Mission Innovation 
initiative. At the recent COP21 meeting in Paris, the Mission Innovation initiative was 
announced by the President and leaders from 19 other countries. Each of these countries 
pledged to double their investment in clean energy R&D over the next five years. DOE's 
implementation of Mission Innovation will encourage greater effort and collaboration by all 
participants in the innovation process - including individual innovators, universities, private 
companies and National Labs. 
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2.5 Managing Effectiveness and Efficiency 

The Commission Report addresses effectiveness and efficiency in three specific areas of DOE's 
enterprise: overhead rates, infrastructure, and project management. Having compared 
overhead rates at DOE laboratories with those of university, the Commission concluded that 
non-NNSA laboratory rates are comparable with university rates when both are adjusted for 
variability in rate structures, NNSA laboratory rates were found to be higher; however, the 
Commission noted that the difference was understandable given the unique mission at those 
laboratories. The Commission also highlights that facilities and infrastructure can have a 
substantial impact on laboratory research operations. The Commission concludes that 
laboratory facilities and infrastructure in poor condition can have inadequate functionality for 
mission performance; negative effects on the environment, safety, and health of the site; 
higher maintenance costs; and problems recruiting and retaining high-quality scientists and 
engineers. The Commission recommended increased investment to "...maintain and revitalize 
the system." Finally, the Commission indicates that project performance could be improved by 
imposing greater discipline in following project management guidance. 

Commission Recommendations 

Under the theme "managing effectiveness and efficiency," the Commission provided the 
following recommendations: 

Recommendation 29: DOE should continue implementing the Institutionol Cost Report (ICR) and 
encourage additional peer reviews to help mature the ICR. 

Recommendation 30: DOE should provide greater transparency into laborotory indirect costs 
and publish an annual report of the overhead rates at each National Laboratory. 

Recommendation 31: DOE should consider whether a capital budget will better serve its internal 
facilities and infrastructure budgeting and management needs. 

Recommendation 32: DOE and the laboratories should continue efforts to improve 
infrastructure by halting the growth in deferred maintenance and speeding up the deactivation 
and decommissioning of excess facilities. DOE should work with Congress and 0MB to agree 
upon the size and nature of the resources shortfall and develop a long-term plan. 

Recommendation 33: DOE, the laboratories. Congress, and 0MB should actively work together 
to identify appropriate situations and methods for utilizing innovative financing approaches. 
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Recommendation 34: DOE should maintain focus on increasing institutional capability and 
imposing greater discipline in project management, including peer reviews and "red teams." 

Recommendation 35: The Commission supports the recent SCAB Task Force recommendation to 
put more resources into science and technology development for the EM program. 

Discussion 

DOE agrees that managing effectiveness and efficiency is a critical element to a well-functioning 
FFRDC partnership. Recent Departmentai efforts, such as the establishment of the Under 
Secretary for Management and Performance, the development of the LOB, and the 
Departmental efforts to improve project management, have focused on this issue, DOE's 
objectives in this area are as follows: (1) continue to maintain the Institutional Cost Report 
(ICR); (2) revitalize laboratory general purpose infrastructure and reduce the risk of excess 
facilities; and (3) improve project management. 

Specific Actions 

OBJECTIVE; Enhance the Institutional Cost Report {\CR\ iRecommendatlons:2Si 30) 

DOE will continue to work with the laboratories to refine and enhance the quality of the 
Institutional Cost Report (ICR) data. DOE initiated annual ICR reporting in FY 2011, and with 
the submission of FY 2015 data, will have five years of ICR data. This report provides high-level 
data to DOE on trends in indirect costs at the laboratories. DOE will work with the laboratories 
to analyze cost trends across the five years of data and continue to use the ICR data to provide 
supporting data, as appropriate, for DOE data calls and analyses of laboratory costs. 

Detailed ICR data is shared among laboratories under a contractual term prohibiting disclosure 
of confidential or proprietary business information. This sharing has enabled the laboratories 
to perform peer reviews of the data to improve quality and consistency. Nonetheless, there are 
significant variations in the ICR data reflecting, in part, different accounting methods for 
allocation of indirect cost pools among the laboratories, DOE strongly supports the objective of 
improving the management efficiency of the National Laboratories through more rigorous 
analysis of indirect costs and actions to better control costs. The laboratory peer review 
process provides a needed first step, and DOE will work with the laboratories to continue and 
intensify the peer review process in order to gain insight into management opportunities to 
reduce costs. In addition, the LOB will assign greater priority to providing a forum for 
identifying and sharing of best practices to reduce costs across the laboratories and DOE 
programs consistent with relevant 0MB guidance. DOE will undertake additional efforts to 
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improve the validation of indirect cost estimates, such as crosscutting reviews of selected 
indirect cost categories. Such reviews will inform additional efforts by the laboratories to 
manage indirect costs. DOE will also work on efforts that will lead toward consistency and 
promote greater transparency to the public on overhead rates in the national laboratory 
system within legal constraints.'* 

OBJECTIVE: Revitalize laboratory infrastrueture, reduce the risk of excess facljities, arid 
Improve project management ^Recommendot/ons 31, 32, 33, 34, 55j 

The Commission's report identifies significant challenges faced by DOE and the laboratories 
with degrading infrastructure and deferred maintenance and "excess" facilities that were once 
used for the Nation's nuclear production efforts but now are sitting unused, awaiting 
deactivation and decommissioning (D&D). The Commission states that "The total cost of 
cleanup at all DOE sites was estimated to be $280 billion in 2013. As of 2015, EM has 
determined that 234 additional facilities meet its criteria for transfer to EM, but it does not 
have the funding to accept them for remediation. In addition to the issue of cost of surveillance 
and maintenance for the program offices, contaminated excess facilities continue to pose a risk 
to mission, workers, the public, and the environment." The Commission also notes that "the 
Department needs to build more project management and cost-estimating capacity. It also 
needs a more homogeneous and disciplined project/program 
management culture." 

Recognizing these challenges, DOE has recently implemented an 
enterprise-wide focus on infrastructure planning and uniform 
assessments, and improving project management. This focus 
supports a specific strategy DOE has articulated under its Agency 
Priority Goal for the National Laboratories, to improve the 
percentage of DOE laboratory facilities assessed as "adequate" 

(see box). 

First, last year, a LOB-led effort resulted in significant DOE-wide 
improvements to the rigor and consistency of infrastructure 
assessments, allowing more credible and reliable data for decision 
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“ The Commission report provided a summary comparison of indirect cost rates that illustrated the 
differences in the composition of indirect costs among classes of laboratories - NNSA and Non-NNSA 
laboratories. The Commission's analysis also suggests that total indirect costs for the non-nuclear 
security laboratories are commensurate with those at major research universities. 
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makers at ail levels. This year, the focus has been on further developing an annual 
infrastructure status report that provides an enterprise-wide view of risks and opportunities on 
a timeline that will inform budget formulation and defense. Both of these efforts will continue 
underthe leadership of the newly-formed Infrastructure Executive Committee, which consists 
of line managers and facilities experts from programs, labs, plants, and sites that has been 
charged with providing an annual update to DOE leadership on the state of general purpose 
infrastructure, and presenting an enterprise-wide list of prioritized investments. In FY 2016, 
the first year of this effort. Congress appropriated $106 million in new investments in critical 
general purpose infrastructure requested by the Administration and identified through this 
LOB-led process. In addition, DOE's FY 2017 budget submission proposes investments to 
ensure no increase in the backlog of deferred maintenance at facilities across the complex. 

Within individual program offices, infrastructure efforts are now an integral part of the 
laboratory planning and evaluation processes described in Section 2,3, above. Specifically, 
annual infrastructure planning processes at each laboratory are being developed that will result 
in a ten-year maintenance and recapitalization plan that is integrated with and fully supportive 
of the Annual Lab Plans. Plans will include reduction of deferred maintenance, removal of 
excess facilities, and proposals for potential construction of new facilities, including 
consideration of innovative financing approaches as recommended by the Commission. 
Evaluation of laboratory performance related to infrastructure stewardship will be included in 
laboratory performance plans. In addition, NNSA has expanded its Asset Management Program 
(AMP) which uses supply chain management economies-of-scale to provide a more centralized 
and efficient procurement approach to replacing mission-critical aging infrastructure systems 
that are common throughout the enterprise, such as roof and FIVAC systems. 

Second, in regard to removal of excess facilities, the Secretary directed the establishment of an 
Excess Contaminated Facilities Working Group, led by the LOB. The working group developed 
and executed an enterprise-wide data collection effort to obtain updated cost and risk 
assessments to deactivate, decontaminate, decommission, and demolish excess facilities. The 
updated data from the working group was used to define the scope of the challenge and to 
identify options for how DOE may better prioritize excess facilities. The group is developing 
policies to institutionalize a corporate approach, and updating and validating data gathered by 
the working group's efforts. The group also will be finalizing a report on its work. This report 
will be issued in 2016, also in response to a requirement of the 2016 National Defense 
Authorization Act. 


Departmental Response to the Final Report of the Commission to Review the Effectiveness of 

the National Energy Laboratories | Page 27 



217 


Department of Energy | February 2016 

Third, in 2013, the Secretary established a working group to examine project management 
practices at DOE. After its review, the working group issued a report identifying ways in which 
project management at DOE could be improved. Following these efforts, in December 2014, 
the Secretary issued a Secretarial policy memorandum which included additional efforts to 
improve project management, including: strengthening the Energy Systems Acquisition 
Advisory Board, establishing a Project Management Risk Committee, and improving the lines of 
responsibility and the peer review process. To further strengthen the independence of the 
project peer review process, the Secretary directed each Under Secretary to establish, if it did 
not already exist, a project assessment office that did not have line management responsibility 
for project execution. As a result, the Undersecretary for Nuclear Security elevated the Office 
of Project Assessments as a direct report to the Under Secretary, and within the Under 
Secretary for Management and Performance, the Office of Project Management Oversight and 
Assessments was established as a direct report to conduct assessments of the EM portfolio of 
projects. The Under Secretary for Science and Energy uses the successful model employed 
within the Office of Science (including the comprehensive project reviews conducted by SC's 
Office of Project Assessment), and is continuing to expand that model to capital projects funded 
by the energy programs. In June 2015, a Secretarial memorandum further enhanced and 
clarified departmental policy related to areas of project management to include analysis of 
alternatives, cost estimating, planning and scheduling, and design management, among others. 
DOE is in the process of revising its Project Management Order to incorporate these 
enhancements to DOE's project management processes and procedures. 

In addition, the FY 2017 DOE budget proposes to establish a statutory, DOE-wide Office of Cost 
Estimating and Program Evaluation (CEPE-DOE) in recognition of a gap in DOE's capacity to 
independently determine accurate costs of programs and acquisitions within DOE. This 
proposal also complements, but is not duplicative of, NNSA's Office of Cost Estimating and 
Program Evaluation (CEPE) established by the 2014 National Defense Authorization Act (50 USC 
2411). CEPE-DOE will provide independent analytic advice on all aspects of DOE programs, 
including cost-effectiveness, and the development and evaluation of program alternatives. 

Fourth, even with the improved planning tools noted above in place, DOE agrees with the 
Commission's recommendation that high levels of deferred maintenance and excess facilities 
continue to pose a challenge. The Commission recommended that DOE work with Congress 
and 0MB to agree upon the size and nature of the resources shortfall for facilities and 
infrastructure, and to develop a long-term plan to resolve it through a combination of increased 
funding, policy changes, and innovative financing. DOE agrees with this recommendation, and 


Departmental Response to the Final Report of the Commission to Review the Effectiveness of 

the National Energy Laboratories | Page 28 



218 


Department of Energy | February 2016 

will continue briefing Congress and 0MB on the updated data on the infrastructure and excess 
facilities challenges identified by the recent working groups. 

Further, current Federal budget statutes and policies derive from the concept of a unified 
Federal budget and do not provide for separate capital and operating budgets. While DOE will 
not pursue a capital budget, DOE CFO will work with 0MB to establish a separate management 
information system to report on capital investments that it will present in its FY 2018 budget 
request to Congress. These efforts wili both improve DOE's infrastructure and provide greater 
public insight into Departmental investments. 

DOE also agrees that, where appropriate, innovative financing approaches that are consistent 
with relevant policies should be pursued more aggressively to address the infrastructure 
challenges and future needs. DOE has been working with its laboratories to intensify the 
review and analysis of such approaches, including non-Federal financing and enhanced use 
leasing, and the LOB receives a monthly update on the progress of these efforts. 

Finally, with respect to environmental management technology development, DOE agrees 
with the recommendations from the recent SEABTask Force regarding the importance of these 
initiatives. While EM has made significant progress in closing a number of projects, many of the 
most challenging projects remain and will for decades to come. To address these challenges, 
the Secretary established a SEAB Task Force Advisory Board to advise on opportunities and 
barriers for science and technology development for cleanup, as well as a recommendation on 
the means to implement a program to develop such technologies. EM is targeting critical, near- 
term technology challenges, which include the following: disposition of cesium and strontium; 
remediation of mercury contamination; smarter Solutions for technetium management; 
developing capability for radioactive test beds; and leveraging Federally-funded initiatives and 
advancements in robotics. EM also is analyzing its remaining mission scope to identify 
opportunities for infusing game-changing innovation that will help reduce the overall lifecycle 
cost and duration of that work. As part of this effort, DOE held a Basic Research Needs 
workshop (co-sponsored by SC and EM) to identify challenges germane to the ciean-up, and SC 
has now issued a call for proposals seeking new Energy Frontier Research Centers to tackle 
some of the challenges. EM also will continue to identify technologies that improve upon 
worker health and safety as well as nuclear facility safety. 

2.6 Ensuring Lasting Change 

The Commission's report points out that over 50 commissions, panels, reviews and studies of 
the National Laboratories have been conducted over the past four decades, noting that none of 
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those reports led to the comprehensive change necessary to address persistent challenges. The 
Commission report observes the lack of a standing body or internal DOE mechanism to 
advocate for implementation of recommended changes, perform systematic assessments, and 
evaluate progress overtime and states that such an entity could, among other purposes, serve 
to evaluate whether changes to restore the FFRDC relationship are being made in substance or 
only cosmetically. 

Commission Recommendation 

Under the theme "ensuring lasting change," the Commission provided the following 
recommendation: 

Recommendation 36: A standing body should be established to track implementation of the 
recommendations ond actions in this report, and to report regularly on progress, results, and 
needed corrective actions. 

Discussion 

DOE acknowledges that in the past, certain improvements following recommendations from 
external bodies have not always been fully implemented or sustained. Recognizing the 
importance of institutionalizing ongoing and new efforts identified in this response, DOE is 
committed to tracking implementation of these commitments. Moreover, DOE's efforts will be 
guided by the overarching objectives identified in this document, so that DOE can assess not 
only whether the specific action was taken or not, but also whether it had the intended 
consequence and effectively addressed the broader goals - a signpost to guide substantive 
change. 

Specific Actions 

For the most part, the actions described in this response are to be owned and Implemented by 
the three Departmental Under Secretaries who have line responsibility for stewardship of the 
National Laboratories - the Under Secretary for Nuclear Security (LANL, Sandia, and LLNL); the 
Under Secretary for Science and Energy (the 10 Office of Science labs, NREL, INL, and NETL); and 
the Under Secretary for Management and Performance (SRNL). That said, monitoring and 
reporting on these actions will necessarily require cross-agency collaboration. The Secretary 
will charge the LOB with the responsibility to track implementation of these actions and any 
other follow-on actions identified to achieve the objectives contained throughout this 
response. Similarly, the LPC will be charged to serve as a steering committee for the overall 
effort of re-examining the management framework and partnership for the National Laboratory 
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system and how it can best serve the public interest. The charters for each group will be 
modified to reflect these roles and responsibilities. Within the next 24 months, the LOB, 
working with the LPC, will conduct a review to assess whether the actions articulated here have 
had their desired impact. 

In addition, the DOE Office of Enterprise Assessments (EA) is the organization responsible for 
performance of assessments on behalf of the Secretary and Deputy Secretary in the areas of 
nuclear and industrial safety, cyber and physical security, and other critical functions as 
directed by the Secretary and his Leadership team. EA also has been charged by the Secretary 
with identifying best practices across the enterprise which will include interfaces with the 
National Laboratories, 

From an independent oversight perspective, DOE believes it would be most efficient to leverage 
existing bodies to support the implementation of the Commission's recommendations rather 
than creating a new external committee. DOE also notes that the NLDC indicated in its 
response to the Commission's report that "we would want to guard against such a body serving 
as the intermediary between the laboratories, DOE and Congress." DOE plans to look to SEAB. 
SEAB is a Federal Advisory Committee, composed of external members, which provides advice 
and recommendations to the Secretary on DOE's basic and applied research, economic and 
national security policy, educational issues, operational issues, and other activities as directed 
by the Secretary. SEAB specifically has a Task Force on DOE National Laboratories that was 
created to provide advice, guidance, and recommendations on important issues related to 
improving the health and management of the labs. Finally, DOE will include discussion of the 
implementation of the key objectives and actions in the Annual State of the Laboratory System 
report described above, tying results back to the desired outcome - a robust, efficient, effective 
National Laboratory System in service to the Nation. 

3 Conclusion 

The Commission's report identifies strengths of the National Laboratory system and provides 
recommendations for improvement. DOE is committed to executing the actions identified in 
this response to strengthen the DOE/laboratory partnership and to nurture and sustain the 
unique and valuable capabilities of the DOE National Laboratories. 
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Appendix: Full Set of Commission's Recommendations 

Recommendation 1 : The National Energy Laboratories provide great value to the Nation in their service 
to doe's mission, the needs of the broader national science and technology community, and the 
security needs of the Nation as a whole. The Administration and Congress should provide the necessary 
resources to maintain these critical capabilities and facilities, it would also benefit all stakeholders if the 
key committees in Congress would develop a more orderly process of reviewing the National 
Laboratories, to replace the unrelenting pace of studies evaluating the performance of the DOE 
laboratories. For example. Congress could initiate a comprehensive review of the entire laboratory 
system in predetermined intervals. 

Recommendation 2 : Return to the spirit of the FFRDC model (stewardship, accountability, competition, 
and partnership). DOE and the National Laboratories must work together as partners to restore the 
ideal nature of the FFRDC relationship as a culture of trust and accountability. DOE should delegate 
more authority and flexibility to the laboratories on how to perform their R&D, and hold them fully 
accountable for their actions and results. For their part, to be trusted partners and advisors, the 
laboratories must be transparent with DOE about their planned activities ahead of time, as well as about 
their actions and results as they are carried out. 

Recommendation 3 : DOE and each laboratory should cooperatively develop a high level annual 
operating plan, with specific agreements on the nature and scope of activities at the laboratory, and 
milestones and goals that are jointly established. Within that framework, DOE should provide increased 
flexibility and authority to the laboratory to implement that plan. This increased flexibility must go 
hand-in hand with greatertransparency and accountability. The annual operating plan is not intended 
to be a retrospective evaluation document, such as SC's Performance and Evaluation and Measurement 
Plan (PEMP) or NNSA's Performance Evaluation Plan (PEP). Instead it can provide high-level perspective 
for such evaluation plans. In other words, as envisioned by the Commission, the annual operating plan 
fits between the laboratory's long term strategic plan and its evaluation plan, 

Recommendation 4 : To improve DOE's ability to manage the laboratories, DOE should implement 
greater leadership and management development for its Federal workforce, including multi-directional 
rotational assignments with the laboratories. 

Recommendation 5 : DOE should separate NETL's R&D function from its program responsibilities (and 
call the R&D portion— not the program activities— NETL). Furthermore, consideration should be given 
to converting the new, research NETL into a government-owned, contractor-operated FFRDC. Whether 
or not the above steps are taken, NETL should Increase its interactions and collaboration with 
universities. 

Recommendation 6 : DOE should abandon incentive award fees in the M&O contracts of the National 
Laboratories in favor of a fixed fee set at competitive rates with risk and necessary investment in mind. 
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In addition, DOE should adopt a broader and richer set of Incentives and consequences to motivate 
sound laboratory management and enforce accountability. 

Recommendation 7 : DOE should give the laboratories and M&O contractors the authority to operate 
with more discretion whenever possible. For non-nuclear, non-high- hazard, unclassified activities, DOE 
should allow laboratories to use Federal, State, and national standards in place of DOE requirements. 
DOE should review and minimize approval processes. 

Recommendation 8 : DOE should modify Its processes for developing directives, orders and other 
requirements to more fully engage subject matter experts for input on the benefits and impacts of the 
proposed requirements. When developing new requirements, DOE should use a risk-based model, 
ensuring the level of control over an activity is commensurate with the potential risk. 

Recommendation 9 : DOE should focus on making the use of CAS more uniform across the laboratories. 
DOE local overseers should rely on information from the CAS systems, with appropriate validation, as 
much as possible for their local oversight. The quality of CAS can be increased through peer reviews for 
implementation and effectiveness. 

Recommendation 10 : The role of the site office should be emphasized as one of "mission support" to 
the program offices at DOE and to the laboratories. The site office manager should be clearly 
responsible for the performance of the site office in support of the mission, and all staff in the site 
office, including the Contracting Officers, should report to the site office manager. Since site office 
effectiveness is so dependent on site office leadership, DOE should devote more effort to leadership 
training and professional development of field staff. 

Recommendation 11 : DOE should clarify the role and authority of the support centers, Wherever 
approval authority resides with a support center, DOE should remove it and reinstate it at either the site 
office or DOE headquarters, as appropriate. 

Recommendation 12 : All stakeholders should make maximum use of local assessments (performed by 
site offices and laboratories), with appropriate verification, to reduce duplicative assessments and 
burden on the laboratories. 

Recommendation 13 : DOE should establish a single point of control— within the Department or each 
stewarding program office— for all laboratory-directed data requests. 

Recommendation 14 : To reduce the number of funding buckets and minimize the accompanying 
transactional burden, DOE and its program offices should adopt and adhere to the following principles: 

• Increase the size of funding increments through consolidation of B&R codes at the highest level 
possible within each program area. 
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• Extend timelines and minimize milestones for each increment of funding. Work breakdown 
structures must be formulated to focus on strategic goals rather than tactical milestones and 
reporting requirements. 

• Within legal limits, institutionalize mechanisms for laboratory flexibility via notification, rather 
than formal approval, to move money between B&R codes on cross-cutting R&D objectives or 
closely interrelated research areas among DOE program offices. 

Recommendation 15 : Congress should repeal Section 301(d) of the FY 2015 Consolidated Appropriations 
Act as soon as feasible to remedy the transactional burden it creates for OMB, DOE Headquarters, and 
the laboratories when operating under a continuing resolution. 

Recommendation 16 : Other DOE program offices should adapt to their contexts the procedures and 
processes that DOE's Office of Science has in place for guiding and assessing the alignment of the 
laboratories under its stewardship with DOE's missions and priorities. 

Recommendation 17 : The processes that the Office of Science has in place for assessing the quality of 
the research being done by the 10 laboratories under its stewardship, and for assessing the quality of 
the research portfolio in each of its programs, should be adapted by the other DOE program offices. 

Recommendation 18 : There must be a government-wide reconsideration of the conference travel 
restrictions to enable conference participation at levels appropriate to both the professional needs of 
the existing scientific staff and to attract the highest quality staff in the future. The Commission is 
encouraged by DOE's recently revised guidance on conference-related activities and spending, and 
notes that the laboratories have been given more autonomy on this issue, while at the same time being 
held accountable for the appropriate use of taxpayer funds. 

Recommendation 19 : The Commission strongly endorses LDRO programs, both now and into the future, 
and supports restoring the cap on LDRO to 6 percent unburdened, or its equivalent. The Commission 
recognizes that, in practice, restoring the higher cap will have the largest impact on the LORD programs 
of the NNSA laboratories. 

Recommendation 20 : DOE should manage the National Laboratories as a system having an overarching 
strategic plan that gives the laboratories the flexibility to pursue new lines of inquiry, so long as the 
research aligns with mission priorities. Once the research has matured to the point that a preferred or 
most promising approach can be identified, the Department should provide strategic oversight and 
guidance, including expert peer review, for the laboratory system to coordinate and potentially 
consolidate their programs to achieve the most effective and efficient use of resources. 

Recommendation 21 : Congress should recognize that the technical capabilities currently housed within 
the NNSA laboratories are essentia! to the Nation. Maintaining the nuclear explosive package 
capabilities in separate and independent facilities has proven effective and should continue, thereby 
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providing senior decision makers the highest possible level of confidence in the country's nuclear 
weapons stockpile. 

Recommendation 22 : DOE should establish policies and procedures to make the Strategic Partnership 
Projects (SPP) process more efficient, especially for work that is consistent with the annua! operating 
plans, such as institutionalizing ongoing efforts to streamline the contracting process through more 
consistent use of umbrella SPP agreements and oversight mechanisms dedicated to shortening the 
timeline of the approval process; encouraging greater use of personnel exchanges and "customer 
relationship managers"; and creating a centra! point of contact in DOE headquarters to field questions 
from other Federal agency customers about where specific capabilities lie within the laboratory system. 

Recommendation 23 : DOE should support efforts to strengthen the Mission Executive Council. 

Recommendation 24 : DOE and its laboratories should continue to facilitate and encourage engagement 
with universities through collaborative research and vehicles such as joint faculty appointments and 
peer review. 

Recommendation 25 : All DOE programs and laboratories should fully embrace the technology transition 
mission and continue improving the speed and effectiveness of collaborations with the private sector. 
Innovative technology transfer and commercialization mechanisms should continue to be pursued and 
best practices in other sectors, including academia, should be examined. 

Recommendation 26 : DOE should determine whether the annual operating plans proposed by the 
Commission in Recommendation 3 could qualify as the "agency approved strategic plan" under the 
Stevenson-Wydier Technology innovation Act of 1980, and the Fast-Track CRADA Program, and, if not, 
Congress should amend the law accordingly. For CRADAs with non-standard terms and conditions, DOE 
should define the acceptable range for each term and condition to greatly expedite negotiation and 
review/approval time. 

Recommendation 27 : Laboratories should pursue innovation-based economic development by 
partnering with regional universities. 

Recommendation 28 : DOE, the Administration and Congress should continue to support user facilities at 
the DOE laboratories. Peer review by relevant external advisory groups should continue to be used to 
decide which facilities to build and where to put all future upgrades and new and replacement user 
facilities. 

Recommendation 29 : DOE should continue implementing the ICR as a consistent method for tracking 
indirect costs across all laboratories, and encourage additional peer reviews to help mature the ICR as a 
tool for DOE, the laboratories, and other stakeholders. 
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Recommendation 30 : DOE should provide greater transparency into laboratory indirect costs and 
publish an annual report of the overhead rates at each National Laboratory. 

Recommendation 31 : DOE should consider whether a capital budget will better serve its internal 
facilities and infrastructure budgeting and management needs. 

Recommendation 32 : DOE and the laboratories should continue efforts to improve laboratory facilities 
and infrastructure by halting the growth in deferred maintenance and speeding up the deactivation and 
decommissioning of excess facilities. DOE should work with Congress and 0MB to agree upon the size 
and nature of the resources shortfall for facilities and infrastructure, and to develop a long-term plan to 
resolve it through a combination of increased funding, policy changes, and innovative financing. 

Recommendation 33 : DOE, the laboratories. Congress, and OMB should actively work together to 
identify appropriate situations and methods for utilizing innovative financing approaches, such as third- 
party financing, enhanced use leases, and other methods, including State funding, gifts, and leveraging 
partnerships with other Federal agencies. 

Recommendation 34 : DOE should maintain focus on Increasing institutional capability and imposing 
greater discipline in implementing DOE project guidance, which is currently being incorporated into its 
DOE directive 413.3 B. Expanding on recent DOE efforts, there should be more peer reviews and "red 
teams" within DOE, among laboratories, other agencies, industry, and academia when appropriate. 

Recommendation 35 : The Commission supports the recent SEAB Task Force recommendation to put 
more resources into science and technology development for the EM program given the technical 
complexity of its projects. 

Recommendation 36 : A standing body should be established to track implementation of the 
recommendations and actions in this report, and to report regularly to DOE, the laboratories, the 
Administration, and the Congress on progress, results, and needed corrective actions. The standing 
body could assist congressional committees in developing a rational plan for future evaluations of the 
DOE laboratories. 


Departmental Response to the Final Report of the Commission to Review the Effectiveness of 

the National Energy Laboratories | Page 36 



226 


National Laboratory Directors Council 
Executive Committee 

www.naHonallabs.org • nldc-chob^noHonalkibs.org 


Teciy MIchalske, Chair 
Dan Arvltu 
BUI Goldstein 
Cht-Chang Kao 


November 16, 2015 


The Honorable Ernest J. Moniz 
Secretary of Energy 
U.S. Department of Energy 
1000 Independence Ave., SW 
Washington, DC 20585 

Dear Mr. Secretary, 

On behalf of the Department of Energy, National Laboratory Directors Council (NLDC) we respectfully 
provide the following review of the Final Report of the Commission to Review the Effectiveness of the 
National Laboratories (CRENEL), “Securing America's Future: Realizing the Potential of the Department 
of Energy's National Laboratories". 

We wish to compliment the CRENEL for the extremely thorough and complete analysis that they 
performed. We are impressed with the time, effort, and dedication of the CRENEL members to deeply 
examine each of the 17 laboratories' missions, capabilities, operations, and challenges. We also 
appreciate the direct access and multiple discussions that the CRENEL Co-ChaIrs, Jared Cohon and TJ 
Glauthier provided to the NLDC during the courseof their work. 

The NLDC is strongly supportive of the overall focus, structure, and recommendations contained in the 
Final Report. We find that the six themes developed by CRENEL provide useful context to organize and 
link their thirty-six specific recommendations against the backdrop of the larger strategic objectives. 
Our review of the CRENEL Final Report addresses each of the six themes, focusing on specific 
recommendations that we feel are most significant and will require greatest care developing the 
response. We appreciate the opportunity to work with DOE in preparing detailed responses to each of 
the CRENEL recommendations, and look forward to working together on implementation. 

Recognizing Value 

This section provided an excellent summary of the importance and unique SSiT challenges of the 
National Laboratories' missions and their critical role in addressing highly complex multi-disciplinary 
long-term R8iD challenges. 

While this section contains only one specific recommendation (Ifl), we view this as extremely important 
to the development of greater understanding, appreciation, and partnership across Congress, DOE, and 
National Labs regarding the value of DOE laboratories. We believe that the DOE / NLDC partnership to 
organize Lab Days has been a valuable step to increase Congress' understanding of and support for the 
value of the network of DOE laboratories. We support continued opportunities for Congressional 
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Members and Staff to see the collective value of the DOE laboratories including events such as Lab Days, 
Laboratory CODELs, and NLOC meetings with Congressional Committees and their Staff. Continued 
activities of this type will improve Congress' ability to better understand and assess the value and 
impact of DOE laboratories. 

Rebuilding Trust 

CRENEL places strong importance on the degree of trust between DOE and its National Laboratories 
from the point of view of current challenges and its role in underpinning our ability to address future 
opportunities. This section of the Final Report contains fourteen recommendations, representing nearly 
forty percent of the total. The NLDC supports the emphasis that CRENEL has placed on this theme. 
While we would agree that the overall level of trust between DOE and its National Laboratories can and 
should be Improved, we appreciate CRENEL'S recognition that the degree of trust varies across DOE 
programs and that some programs and their laboratories currently enjoy a high degree of trust. We 
support the focus of the CRENEL recommendations to create a more uniform approach across the DOE. 

The NLDC strongly supports Recommendation #2, which emphasizes the need to return to the spirit of 
the FFRDC. In our view, this recommendation speaks to the core of the partnership and special 
relationship that must exist between DOE and its National Laboratories. We greatly appreciate the 
focus and attention that the current DOE leadership has placed on restoring this relationship and we are 
hopeful that this CRENEL recommendation will serve to guide the DOE / National Laboratory 
relationship into the future. 

The NLDC believes that joint planning between DOE and its National Laboratories is one of the key 
factors to help build and strengthen that partnership. CRENEL'S recommendations n, H16, and H20 
each speak to improvements and increased consistency in the laboratory planning process, pointing 
toward some of the exemplary practices of DOE's Office of Science. We believe that a process that 
integrates long-term strategic priorities with annual operating objectives will be most effective. 
Recommendation Hi calls for the creation of a high-level annual planning document that may help link 
the laboratory's long-term strategic plan and Its annual evaluation plan. While we appreciate the intent 
of this specific recommendation, we are concerned that a new planning document may become 
duplicative with current planning documents such as PEMP. We recommend that DOE Implement a 
planning process within each of its elements that links long-term strategy and annual operating needs, 
taking full advantage of the best practices in DOE's Office of Science and Nuclear Energy organizations. 

Recommendation #6 provides a strong encouragement for DOE to abandon incentive award fees In the 
M&O contracts. The NLDC supports a move away from incentive award fee alone toward a "richer set of 
incentives and consequences" including extended award duration and increased authority over 
operations as called out in Recommendation HI and US. We suggest that the DOE engage a discussion 
with laboratory leadership, M&O contractor leadership, and DOE site and program to evaluate how best 
to support an effective approach to better manage risk and create Incentives that encourage the highest 
level of performance. We note that NNSA has begun such a discussion. We further support 
Recommendation #9, which calls for the review of the use of CAS, and appreciate the DOE's recent 
decision to undertake such a review. 

Given the importance of developing and sustaining a talented and diverse workforce at the DOE 
Laboratories, the NLDC suggests that DOE explore opportunities to provide M&O contractors with 
greater management flexibility aimed at increasing the National Laboratories' ability to attract and 
retain the current and future generation of workers. 
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Recommendation #5 pertains to the Nationai Energy Technology Laboratory (NETL), the only DOE 
laboratory that is government owned and operated. The CRENEL observes that there Is a need for 
"significantly increased clarity and focus on the R&O mission for the research staff at NETL and for 
others outside NETL who work with them." The NLDC and specifically the Director of NETL agrees there 
is a need for increased focus on the R&D conducted by NETL's scientists. The DOE should explore 
approaches to better integrate and synchronize NETL’s intramural and extramural research, in addition, 
the NLDC recognizes the need for more flexibility in NETL's ability to invest through laboratory-directed 
research and development (LORD) or other similar mechanisms. 

Finally, the NLDC strongly supports Recommendation #14 calling for a reduction In the number of 
funding buckets. Such restrictions on the movement of resources act to impede the strategic 
relationship between DOE and its National Laboratories, creating a more transactional interchange. We 
understand that moving in this direction will require greater transparency and partnership on the part of 
the Laboratories. We are encouraged by the recent direction of DOE's Office of Energy Efflciency and 
Renewable Energy in this regard. 

Maintaining Alignment and Quality 

We are pleased that CRENEL found there was strong overall mission alignment between DOE programs 
and the National Laboratories. NLDC supports consistent and effective long-term and annual planning 
between DOE and its National Laboratories as a means to promote even greater mission alignment 
going forward. As called out in Recommendation #16, the planning process used by DOE's Office of 
Science contains elements that lead to increased mission alignment and could be adapted for use in 
other DOE mission areas. 

The NLDC appreciates CRENEL'S recognition of the important role LDRD plays in the vitality of the 
National Laboratories, facilitating their ability to "adapt, retool, invest in staff capabilities, and to enter 
new research areas". We are pleased to see and fully endorse CRENEL'S Recommendation #19 to 
restore the cap on LDRD to six percent unburdened, or Its equivalent. 

The crenel's treatment of the appropriate levels of duplication of research addresses the inherent 
challenge in balancing competition for new ideas with the need to efficiently focus resources. The NLDC 
is supportive of recent examples such as the Grid Modernization Initiative and Big Ideas. We agree with 
CRENEL that these examples represent a step in the right direction. We understand that finding the 
right balance can be difficult and that there is most certainly not a standard approach that should be 
applied. It must also be recognized that establishing an efficient focus may require prioritization and 
partnerships across DOE program areas as well as its National Laboratories. While we agree with 
Recommendation #20, we would also add the need for DOE and its National Laboratories to partner 
together eariy on in the identification of highest priority focus areas for the future. 

With regard to Recommendation #21, the NLDC fully endorses the CRENEL'S commitment to maintaining 
and strengthening the unique competencies at the NNSA laboratories needed to provide the highest 
level of confidence in our country's nuclear deterrent. 

Maximizlne Impact 

This theme in the CRENEL Final Report focuses on the broader value that the DOE National Laboratories 
provide through their work with entities outside DOE including other Federal Agencies, academia, and 
private sector commercial partners through Strategic Partnership Projects (SPP). 
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Overall, the CRENEL recommends greater strategic engagement between DOE and other Federal 
Agencies along with a streamlining of the process needed to gain approval for SPP. The NLDC is 
supportive of Recommendation fl22 to create a more coherent interface between DOE, Its National 
Laboratories, and other Federal Agencies. However, in responding to this recommendation we strongly 
caution DOE against creating a "gate keeper" function that could add additional steps and further 
complicate SPP. 

CRENEL recognizes the high level of collaboration that exists between DOE Laboratories and universities. 
However, partnering with industry and transitioning technology is specifically called out in 
Recommendations #25 and #26 as an area where improvement is needed. While we agree with the 
assessment of barriers and the intent of these recommendations, we believe more Is necessary to guide 
improvement. Recommendation #25 is not sufficiently specific to address the inconsistency among labs 
or program offices. Recommendation #26 is helpful, but more is needed to drive major improvement. 
In order for technology transfer to be a priority, each program office must clearly articulate that priority, 
resource it directly, and hold laboratories accountable to improve their performance. 

NLDC appreciates CRENEL'S call for continued support for user facilities at the DOE Laboratories 
(Recommendation #28). 

Manaeine Effectiveness and Efficlencv 

As CRENEL points out, the DOE Laboratories are often criticized for being too expensive. We appreciate 
crenel's recognition that laboratory leadership is extremely mindful and proactive in controlling 
overhead rates. The CRENEL analysis shows non-NNSA laboratory overhead rates are comparable with 
top-funded R1 universities. The higher cost of NNSA laboratories is an understandable outcome of their 
nuclear and classified missions. NLDC supports continued transparency (Recommendation #29) across 
major sectors of the National Laboratory population. 

The NLDC agrees with CRENEL that better management of DOE Laboratories' collective facilities and 
infrastructure is necessary. We also support recent steps taken by DOE to accurately assess the scope of 
deferred maintenance and associated budget shortfall. We strongly support Recommendations #32 and 
#33 to continue efforts to work with Congress and 0MB to better understand the magnitude of the 
problem, develop a prioritized plan of action, and utilize the full spectrum of approaches Including 
increased funding, policy changes and innovative financing to address the shortfall. 

In many cases, large-scale projects in NNSA and EM represent one-of-a-kind programs and fadlities. We 
agree with CRENEL Recommendation #34 to expand recent DOE efforts to place more emphasis on peer 
review and "red teams" to help assess risk and Identify alternatives. In addition, the EM program faces 
significant technical challenges as it addresses the remaining, more challenging work ahead. As CRENEL 
points out in Recommendation #35, better scientific and technical basis will be needed to successfully 
address the complex problems ahead. 

Ensuring Lasting Change 

Perhaps the most challenging recommendation from the CRENEL Final Report is the call for a standing 
body to track implementation and actions in the CRENEL Report with the intent to minimize the need for 
new congressional commissions (Recommendation #36). The NLDC agrees with the intent of the 
recommendation and understands the tradeoffs regarding where such a body would be charged and 
housed. It is not clear to us that there is a "perfect" place for such a standing body. However, we would 
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want to guard against such a body serving as the intermediary between the laboratories, DOE and 
Congress. It is the view of NLOC that open, frequent, and strategic communications between the DOE, 
NLOC, and Congress are the best means to ensure the greater understanding that will promote lasting 
change in how our country best utilizes the enormous resource that is contained In the DOE 
Laboratories. 

It is our hope that this brief review of the CRENEL recommendations provides value to you and to the 
DOE. We stand ready to fully support the DOE in its development of detailed response to each of the 
crenel's recommendations. Thank you for the opportunity to provide our input on the CRENEL Final 
Report. 

Sincerely, < 

7 =.^ 

Dr. Terry A. Michalske 

Chair, National Laboratory Directors Council 
Director, Savannah River National Laboratory 
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SECRETARY OF ENERGY ADVISORY BOARD 

MEMORANDUM FOR: SECRETARY OF ENERGY 

FROM : Secretary of Energy Advisory Board (SEAB) 

DATE: January 26, 20 J 6 

SUBJECT: Task Force comments on the Final Report of the Commission to 

Review the Effectiveness of the National Energy Laboratories 

You have charged the SEAB National Laboratory Task Force to review studies of the DOE 
National Laboratories as they appear and to give you advice about what your response 
should be to their findings and recommendations. This SEAB letter transmits the comments 
of its National Laboratories Task Force on the recently released report of the Commission to 
Review the Effectiveness of the National Energy Laboratories (CRENEL), entitled Securing 
America ’s Future: Realizing the Potential of the DOE 's National Laboratories. That 
committee, co-chaired by TJ Glauthier and Jared Cohen, was formed pursuant to Section 
3 19 of the Consolidated Appropriations Act, 2014 (Public Law No. 1 13-76), and was 
charged to evaluate the laboratories’ 

“...alignment with the Department’s strategic priorities, duplication, ability 
to meet current and future energy and national security challenges, size, 
and support of other Federal agencies,... the efficiency and effectiveness of 
the laboratories, including assessing overhead costs and the impact of 
doe’s oversight and management approach,... the effectiveness ofthe 
Department’s oversight approach and the extent to which LDRD funding 
supports recruiting and retention of qualified staff'.’’ 

The CRENEL report is based on extensive fact finding, including significant testimony from 
numerous stakeholders and visits to all of the labs in the DOE complex. The final report, 
issued on October 28, 2015, follows the Commission’s report of February 27, 2015, and 
contains a total of 36 recommendations across 6 primary themes: recognizing value, 

' Final Report of the Commission to Review the Effectiveness of the National Energy Laboratories, Volume t, 
October 28, 2015, p 1. 
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rebuilding trust, maintaining alignment and quality, maximizing impact, managing 
effectiveness and efficiency, and ensuring lasting change. For convenience. Appendix 1 of 
this letter provides a copy of the tabulated recommendations from the Commission’s report, 
grouped by theme and identifying a proposed owner for each.^ 

Overall, our SEAB Task Force endorses the CRENEL report. We find the analysis and 
recommendations from the Commission to be consistent with the numerous prior 
investigations, commissions and studies that have reviewed the Laboratories over the years. 
The Commission’s report is well aligned in areas that overlap with previous work and 
recommendations from our Task Force. We comment below on several specific items but, in 
general, we view the Commission’s report as a thorough recitation of a well-told story that 
repeats and reinforces important recommendations to improve the efficiency of laboratory 
operations, planning and research outcomes, while endorsing the value, the direction and 
operations of the current laboratory system. As with the majority of recent reports, the 
Commission decries the current environment where oversight and regulation are 
increasingly imposed on the national laboratories and Congress and the Department have 
not followed-up or implemented recommendations to streamline the process and the 
management of the labs. Speaking to this issue, the Commission’s final recommendation 
states, 

A standing body should be established to track implementation of the 
recommendations and actions in this report, and to report regularly to DOE, the 
laboratories, the Administration, and the Congress on progress, results, and needed 
corrective actions. The standing body could assist Congressional committees in 
developing a rational plan for future evaluations of the DOE laboratories.^ 

Later in this letter, you will find SEAB’s recommendation on how the “standing body” 
could be created and who should establish and maintain it. 


^ The Commission appendix would be even more useful if the Commission suggested which office in DOE 
should be the “responsible actor” for each recommendation. Experience shows that absent direct secretarial 
intervention, bureaucratic interests greatly delay the implementation of meritorious proposals for change. 

^ ibid, p 63. 
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We first point out areas of emphasis in the Commission’s report that reinforce points raised 

in your SEAB Task Force’s report: 

1 . The Commission speaks to the need to reestablish the model in which the laboratories 
operate as FFRDCs and roles are appropriately established: . .the government is 
responsible for setting the “what" of strategic and program direction to meet the Nation’s 
needs, while the contracted partners, along with the laboratories they manage and 
operate, are responsible for determining precisely “how" to meet the technical and 
scientific challenges and to carry out programs.”'* In particular, the Commission 
highlights the need to clearly establish where responsibility rests amongst the many 
stakeholders involved in the lab management and delivery system (the laboratory 
director and the director’s leadership team, DOE Headquarters sponsoring program 
offices, DOE Site (or in the case of the NNSA, Field) Offices, DOE Service Centers, 
DOE operational oversight offices, the M&O contractor). This finding is directly aligned 
with the primary focus in our Task Force’s report (Recommendation 1.1) to use the 
Laboratory Policy Council to clarify the roles and responsibilities for mission execution 
at the laboratories and direct the Under Secretary for Management and Performance to 
lead the Laboratory Operations Board in implementing these changes. 

2. The Commission’s report recommends a number of actions that can be taken to provide 
immediate change to the overly burdensome detailed management of the laboratories 
that is inconsistent with the philosophy of a Government Owned, Contractor Operated 
(GOCO) laboratory. The Commission endorses the recommendation of the Augustine- 
Mies Panel to eliminate the incentive portion of the M&O contract award, replacing it 
with a competitive fixed fee arrangement. We support this recommendation as a way to 
reduce complex bureaucracy, which is delivering limited operational performance 
leverage. 


" ibid, p iv. 
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Other short term actions recommended in the CRENEL report are consistent with the 
SEAB Task Force’s recommendation for laboratory management “experiments.” The 
Commission suggests reestablishing local and rapid decision making for conference 
participation (which it deems vital to maintaining the intellectual excellence of 
laboratory staff), establishing a single point of control within the Department for all 
laboratory data requests, and removing approval authority from Support Centers, clearly 
articulating their support role. 

Finally, it is worth noting that the Commission specifically recommends separating the 
National Energy Technology Laboratory (NETL), currently the only Government 
Owned, Government Operated (GOGO) laboratory in the system, into two independent 
parts - a standard GOCO to handle the research and development mission and a 
contracting office to handle the disbursement of funds to external partners. 

We find merit in all these CRENEL suggestions. 

3. As noted in numerous reviews and reports over the last decade, the Commission 
observes that the laboratories can make a greater contribution to the national economy 
and its competitiveness, if the laboratories have effective technology transfer processes 
in place. The Commission clearly articulates the larger view of what technology transfer 
means, commenting that in addition to traditional Cooperative Research and 
Development Agreements, Work for Others, or licensing activities, significant 
technology transfer occurs through the world class user facilities, through the maturing 
of early career research talent and through personnel flow and rotation between the 
laboratories, academia and industry. SEAB strongly endorses this view. However, we 
believe that CRENEL has failed to comment on an important issue on this topic. As the 
Interim Report by the SEAB National Laboratory Task Force suggests, there is some 
level of confusion and inconsistency about whether economic development and national 
competitiveness are part of the mission of National Laboratories. To address this 
directly, the SEAB report has recommended (#3.1) that you issue a policy statement that 
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creating value for the private sector through the use of technology transfer, research 
facilities and workforce is part of the National Laboratory mission. We continue to 
advocate this. 

4. The Commission provides a thorough analysis of the rationale and current uses of 
Laboratory Directed Research and Development (LDRD) and finds clear benefits from 
the program for supporting high-risk, potentially high reward early-stage research, for 
exploring research avenues that may be new to the laboratory or the complex, and as a 
significant tool that “.. enables laboratories to develop and invest in its workforce for 
both the short and long term.”^ As with numerous recent reviews, including your Task 
Force, the Commission “...strongly endorses LDRD programs, both now and into the 
future, and supports restoring the cap on LDRD to 6 percent, unburdened, or its 
equivalent.”® 

5. The Commission notes positively your strongly articulated commitment and the steps 
being taken by the Department to ensure alignment of the laboratories in its strategic 
planning processes. The Office of Science (SC) process is described in detail; 

During this Laboratory Strategic Planning process, SC requires laboratory leaders to 
define the long-range visions for their respective laboratories. This information 
provides a starting point for discussion about each laboratory’s future directions, 
immediate and long-range challenges, and resource needs. DOE and the laboratory 
leaders settle on new research directions and the expected development or 
sustainment of capabilities. In addition, external advisory committees provide advice 
on establishing research and facilities priorities; determining proper program balance 
among disciplines; and identifying opportunities for inter-laboratory collaboration, 
program integration, and industrial participation.^ 

The report further describes the effective processes SC uses to review its alignment to 
DOE strategy and connect both its strategic and tactical execution to its annual 


^ ibid, p 66. 

‘ ibid, p 43. SEAB notes with some sadness that use of the word “equivalent" apparently conceals inability to 
agree on a simple and transparent method to calculate the 6% because some lahs are jockeying for more 
complex formulae that result in greater LDRD. 

’ ihid, p 35. 
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Performance and Evaluation and Measurement Plan (PEMP.) The Commission calls for 
the adaptation of these core, successful processes to all the DOE laboratories. As you 
know, the SEAB Task Force made a similar recommendation and proposed that the 
DOE Laboratory Operations Board be charged with the task of implementing a DOE- 
wide effort to identify, manage, and resolve issues affecting the management, 
operations, and administration of the National Laboratories. 


One additional point that bears mentioning is the Commission’s analysis and endorsement 
of recommendations made by both the NRC* and, more recently SEAB®, to provide a 
modest investment stream for science and technology development for the Environmental 
Management program, stating that, “Success of the cleanup effort will require significant 
new understanding of the science and with this understanding, development of new 
technology.” 

As noted above, CRENEL calls for the establishment of a “standing body” to track 
implementation of the recommendations made in its report. SEAB recommends that because 
most of the National Laboratories are managed by their respective offices of the Under 
Secretaries for Science & Energy and Nuclear Security, and many of the recommendations 
involve management and performance, the “standing body” should be formed by the three 
Under Secretaries - Science & Energy, Nuclear Security and Management & Performance - 
with the Under Secretary for Management & Performance serving as the Chair of this 
standing body. The purpose of this standing body would be to track and enforce timelines 
and priorities to make process changes and report directly to the Secretary. 


* National Research Council, Committee to Evaluate the Science, Engineering, and Health Basis of the DOE’s 
Environmental Management Program, Improving the Environment: An Evaluation of DOE's Environmental 
Management Program," (Washington DC: NRC, 1995), 21. 

’ SEAB, Report of the Task Force on Technology Development for Environmental Management, (Washington, 
DC: DOE, 2014); 

Final Report of the Commission to Review the Effectiveness of the National Energy Laboratories, Volume 1, 
October 28, 201 5, p 59, 
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We also note a few points where we feel that the CRENEL report could have been a bit 
more assertive in its recommendations. 

1 . The Congressional charge to the Commission implicitly calls for a judgment about 
whether the size of the DOE national laboratory network is too big, too small, or just 
right given the current and future technology needs of the country in DOE’s mission 
areas of responsibility: science, energy, national security, and environmental 
management. The Commission does not directly address this central question but 
their implicit answer is that the DOE national labs are doing their job, their 
effectiveness and efficiency is impaired by over regulation, and the amount of public 
resources is “just right” although at several points there is a hint that more resources 
would be welcome. This central conclusion would be more convincing if the 
Commission had examined a range of different organizational arrangements, quite 
different from the current structure, and compared the pros and cons of each. 

2. The CRENEL report also does not offer a timeline for its recommendations to be 
implemented. Because many of the recommendations are similar to the ones offered 
by the SEAB Task Force, we suggest that you use the timeline offered by the SEAB 
Task Force report. 

In summary, we find that the CRENEL Commission report provides additional support for 
the numerous findings and recommendations that have already been voiced about the value 
and performance of the DOE national laboratories. The Commission also repeats and 
underscores the many recommendations that have been made to streamline the management 
and oversight of the laboratories, thus making them more efficient and of greater value to 
the scientific and technological strength of the country. It is up to you and your successors 
to see that the meritorious suggestions for change are put into place. 
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SECRETARY OF ENERGY ADVISORY BOARD 

SECRETARY OF ENERGY 

VCiiLGtJ 

John Deutch U 

Chair, Secretary of Energy Advisory Board (SEAB) 

Deputy Secretary of Energy and SEAB Members 
February 17, 2015 

SEAB comments on the Report of the Congressional Advisory 
Panel on the Governance of the Nuclear Security Enterprise 

You requested that your Secretary of Energy Advisory Board review the recent Report of 
the Congressional Advisory Panel on the Governance of the Nuclear Security Enterprise 
(Augustine-Mies Panel) and give you its opinion about how the department should 
respond to the advisory panel’s recommendations.' This letter report, prepared by six 
members and approved by the board, transmits our views. ^ 

Congress established the Augustine-Mies Panel and charged it to address the many 
concerns that have existed for some time about impediments to the NNSA performing its 
vital national security mission of maintaining the nuclear weapons stockpile, advancing 
U.S. nonproliferation policies and programs, and supporting the nuclear navy. The 
concerns are wide-ranging and include cost and performance of the weapons program, 
maintaining the morale and quality of the technical staff, avoiding cost overruns of major 
projects, and reducing program management and direction from NNSA that encourages 
risk avoidance, excessive control, and inadequate attention to program outcomes. 

The Augustine-Mies Panel was directed to examine alternative models that would enable 

' A New Foundation for the Nuclear Enterprise, Report of the Congressional Advisory Panel on the 
Governance of the Nuclear Security Enterprise, co-chaired by the Honorable Norman Augustine and 
Admiral Richard Mies, USN (Ret.), November, 2014. 

^ The six SEAB members are: Brent Scowcrofl, Chair SEAB Nuclear Security Subcommittee, A1 
Carnesale, John Deutch, Steven Koonin, Richard Meserve, and Ellen Tauscher. 
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transformation and dramatic improvement in the DOE/NNSA enterprise. The Panel 
considered four different models; (a) maintaining the current somewhat ambiguous quasi- 
independent status of the NNSA within DOE, (b) recreating the NNSA as an independent 
agency, (c) transferring responsibility for the NNSA to the Department of Defense, and 
(d) moving from a separately organized NNSA within DOE to a new Office of Nuclear 
Security, ONS, integrated into a DOE that is led by a cabinet secretary who is committed 
to and knowledgeable about nuclear security issues. The Director of ONS would be 
given substantial authority and responsibility for implementing the department’s nuclear 
security program. 

The Augustine-Mies Panel recommends the last option; integrating a new ONS into DOE 
with an obligation that DOE leadership, the secretary and deputy secretary, have 
knowledge and commitment to the nuclear security responsibilities of the department. 

The members of SEAB, many of whom have deep experience with DOD and DOE, 
unanimously and strongly agree with the Augustine-Mies Panel that a new ONS should 
be integrated into DOE and that the leadership of DOE should have knowledge of, and 
commitment to, the nuclear security responsibilities of the department. SEAB stresses 
that the consequence of taking no action risks continuing deterioration of DOE’s ability 
to fulfill its national security mission and the morale throughout the complex. We urge 
you to encourage the administration and Congress, vigorously and vocally, both publicly 
and within the DOE/NNSA community, to endorse the Panel’s constructive approach and 
implement the needed legislative change to the DOE Organization Act. 

SEAB believes you demonstrate that there are individuals who can provide the kind of 
secretarial leadership that is needed to make A New Foundation for the Nuclear 
Enterprise a success, and your example was not insignificant in bringing the Panel to its 
organizational recommendations. 

The Panel helpfully proposes in Appendix C of their report changes to the language in the 
2000 statutory amendment establishing the NNSA in the 1977 DOE Authorization Act. 
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SEAB believes that these changes are directionally correct; however balance with the 
energy mission should not be forgotten. Several of the Panel’s suggestions are intended 
to underscore the importance of national security, especially the nuclear weapons 
program, in the department missions. Suggestions such as changing the name of the 
department, requiring both the Armed Services and Energy and Natural Resources 
Committees to confirm the Secretary and Deputy Secretary, establishing qualifications of 
the president’s nominees for these positions, and extending the term of the Director of 
ONS are sure to provoke considerable debate. We did not discuss the pros and cons of 
these suggestions but are prepared to do so if you believe it would be useful to have 
SEAB’s opinion. 

The Augustine-Mies Panel does a thorough job of identifying changes that are needed to 
bring their vision of a New Nuclear Enterprise into a reality. The Panel presents a 
daunting list of 65 recommendations organized into five broad categories. Those with 
senior government management experience (and many members of the Panel have such 
experience) will recognize that the phrases in these recommendations such as “The 
Secretary should...” or ” the Director of ONS should...” do not indicate an immediate 
way forward to implementation. It will take more than a few years to achieve the result 
the Augustine-Mies Panel seeks. The Panel lists 15 useful indicators of progress in the 
desired realignment and suggests a follow-on evaluation in two years; SEAB suggests 
you might consider establishing a process to report semi-annually to Congress on the 
progress made in implementing the recommendations. 

SEAB wishes to offer remarks on five issues that the board believes deserve your special 
attention. 

o The DOD is the main customer for DOE’s weapons technology and products. The 
Nuclear Weapons Council is the principal mechanism for harmonizing requirements 
and resources that define an executable five-year plan. The Panel identifies current 
weakness in this mechanism, but stops short of recommending a high-level, DOD 
executive who has experience and expertise in the weapons complex to support the 
Council and to manage the DOD’s role in the day-to-day matters between the two 


3 



244 


agencies. Tf the principal customer and the supplier of defense programs are not in 
agreement about requirements and resources, it is inevitable that differences will be 
resolved by less qualified individuals and result in adoption of a less sound program 
with unsatisfactory cost and performance outcomes. 

o The Panel gives a thorough and telling account of the breakdown in the working 
relationship between the NNSA and its M&O contractors. It is basically a story of a 
change from a mission and outcome driven FFRDC orientation to an excessive 
transactional, cost minimization, and risk avoidance orientation. But in our view the 
Panel falls short in suggesting convincing, concrete steps that will reestablish the 
credibility and trust between the government and the M&O contractors. 

The Panel recommends a shift from reliance on award fees to fair fixed fees with 
contract renewal and extension as the main mechanism to reward or penalize 
contractor performance. SEAB agrees that too much reliance has been placed on the 
award fee as a performance incentive tool but doubts the change recommended by the 
Panel is sufficient to reestablish an FFRDC relationship. 

The SEAB National Laboratory Task Force believes that in addition, more attention 
needs to be placed on restoring clarity and non-overlapping responsibility and 
accountability for programmatic, functional, and financial activities among the 
various stakeholders: NNSA headquarters, field sites, M&O contractors, and 
laboratory management. In short, there is no sure formula for reestablishing an 
effective and collaborative working relationship, but as the Panel’s report makes 
clear, doing so remains a key objective. 

o The Panel makes many important suggestions about improving operations at the 
laboratories and planning for necessary infrastructure modernization and renewal. 
While the Panel acknowledges the importance of human capital in one of its 
recommendations, SEAB believes that substantially more attention should be paid to 
improving the morale and creative atmosphere at the weapons laboratories and the 
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production facilities.^ The tension that has existed between the NNSA and M&O 
contractors is corrosive to maintaining the technical excellence that is the essential 
underpinning of the laboratory capability. Finding and keeping the most talented 
employees is the responsibility of every part of the management chain, especially the 
laboratory leadership. The Panel recognizes the importance of the Laboratory 
Directed Research & Development (LDRD) program for this purpose and endorses a 
funding level no less than 6%; SEAB agrees. 

o SEAB believes there is significant opportunity for greater programmatic connections 
between the NNSA and the other DOE science/energy national laboratories that 
would further the integration objective advanced by the Augustine-Mies panel. Areas 
where increased collaboration has promise are high performance computing, nuclear 
physics, fusion, and materials science. 

o The unique skills of the nuclear security laboratories are important to other agencies: 
including the Department of Defense, the Department of State, the Department of 
Homeland Security, and the Intelligence Community. This work for others, WFO, is 
growing at the labs and presents management challenges; the non-DOE agencies pay 
for a portion of the project cost, but not as a general matter the investment necessary 
to maintain the intellectual and physical infrastructure of the laboratories; a need to 
assure that the work does not interfere with the fulfillment of the labs weapons 
mission; and confirmation that the work is consistent with the laboratory’s 
mission. Non-DOE customers object to the cost, the complex and long approval 
process, and delays in completion of the work. 

Congress clearly intends that the laboratories contribute to a broad range of national 
security missions and provide assistance to the non-DOE agencies. The Mission 
Executive Council (MEC) was launched by agreement among the principals of the 
affected agencies to facilitate coordination among the group so that the laboratories 

^ The Panel Recommendation 12.3 is: ‘The Director should ensure that the strategy and plan identify 
investments in the needed skills in the workforce. There needs to be an analysis of the level and skill 
mix of the workforce necessary to meet future requirements, and an assessment of the steps required to 
recruit and retain them.” 
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could serve this broader mission. The Panel notes that the MEC has not been fully 
effective to date and makes recommendations to improve its functioning. While DOE 
shoulders the central responsibility for assuring the health of the laboratories, their 
management and funding, we agree that the Secretary of Energy and the Director of 
the ONS should revitalize the MEC as a means for improving coordination among the 
agencies. The aim should be to assure that the agencies are aware of the special 
capabilities of the labs and that the laboratories are aware of the emerging challenges 
confronting the agencies. We understand that the National Academies have prepared 
a report for NNSA that explores these issues more fully. 

SEAB strongly supports the Augustine-Mies report and we stand ready to receive 
further tasking from you to assist the department in this important realignment 
process. 
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SECRETARY OF ENERGY ADVISORY BOARD 

MEMORANDUM FOR: SECRETARY OF ENERGY 

FROM: Secretary of Energy Advisory Board (SEAB) 

DATE: January 26, 201 6 

SUBJECT: Task Force comments on the Final Report of the Commission to 

Review the Effectiveness of the National Energy Laboratories 

You have charged the SEAB National Laboratory Task Force to review studies of the DOE 
National Laboratories as they appear and to give you advice about what your response 
should be to their findings and recommendations. This SEAB letter transmits the comnients 
of its National Laboratories Task Force on the recently released report of the Commission to 
Review the Effectiveness of the National Energy Laboratories (CRENEL), entitled Securing 
America ’s Future: Realizing the Potential of the DOE ’s National Laboratories. That 
committee, co-chaired by TJ Glauthier and Jared Cohen, was formed pursuant to Section 
319 of the Consolidated Appropriations Act, 2014 (Public Law No. 113-76), and was 
charged to evaluate the laboratories’ 

“. . .alignment with the Department’s strategic priorities, duplication, ability 
to meet current and future energy and national security challenges, size, 
and support of other Federal agencies,... the efficiency and effectiveness of 
die laboratories, including assessing overhead costs and the impact of 
DOE’S oversight and management approach,... the effectiveness of the 
Department’s oversight approach and the extent to which LORD funding 
supports recruiting and retention of qualified staff'.” 

The CRENEL report is based on extensive fact finding, including significant testimony from 
numerous stakeholders and visits to all of the labs in the DOE complex. The final report, 
issued on October 28, 2015, follows the Commission’s report of February 27, 2015, and 
contains a total of 36 recommendations across 6 primary themes: recognizing value. 


' Final Report of the Commission to Review the Effectiveness of the National Energy Laboratories, Volume 1, 
Ootober28, 2015, p 1. 
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rebuilding trust, maintaining alignment and quality, maximizing impact, managing 
effectiveness and efficiency, and ensuring lasting change. For convenience. Appendix 1 of 
this letter provides a copy of the tabulated recommendations from the Commission’s report, 
grouped by theme and identifying a proposed owner for each.^ 

Overall, our SEAB Task Force endorses the CRENEL report. We find the analysis and 
recommendations from the Commission to be consistent with the numerous prior 
investigations, commissions and studies that have reviewed the Laboratories over the years. 
The Commission’s report is well aligned in areas that overlap with previous work and 
recommendations from our Task Force. We comment below on several specific items but, in 
general, we view the Commission’s report as a thorough recitation of a well-told story that 
repeats and reinforces important recommendations to improve the efficiency of laboratory 
operations, planning and research outcomes, while endorsing the value, the direction and 
operations of the current laboratory system. As with the majority of recent reports, the 
Commission decries the current environment where oversight and regulation are 
increasingly imposed on the national laboratories and Congress and the Department have 
not followed-up or implemented recommendations to streamline the process and the 
management of the labs. Speaking to this issue, the Commission’s final recommendation 
states, 

A standing body should be established to track implementation of the 
recommendations and actions in this report, and to report regularly to DOE, the 
laboratories, the Administration, and the Congress on progress, results, and needed 
corrective actions. The standing body could assist Congressional committees in 
developing a rational plan for future evaluations of the DOE laboratories.^ 

Later in this letter, you will find SEAB’s recommendation on how the “standing body” 
could be created and who should establish and maintain it. 


^ The Commission appendix would be even more useful if the Commission suggested which office in DOE 
should be the "responsible actor" for each recommendation. Experience shows that absent direct secretarial 
intervention, bureaucratic interests greatly delay the implementation of meritorious proposals for change. 

^ ibid, p 63. 
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We first point out areas of emphasis in the Commission’s report that reinforee points raised 

in your SEAB Task Foree’s report; 

1 . The Commission speaks to the need to reestablish the model in whieh the laboratories 
operate as FFRDCs and roles are appropriately established; “...the government is 
responsible for setting the “what” of strategic and program direetion to meet the Nation’s 
needs, while the contracted partners, along with the laboratories they manage and 
operate, are responsible for determining precisely “how " to meet the technical and 
scientific challenges and to carry out programs.”^ In particular, the Commission 
highlights the need to clearly establish where responsibility rests amongst the many 
stakeholders involved in the lab management and delivery system (the laboratory 
director and the director’s leadership team, DOE Headquarters sponsoring program 
offices, DOE Site (or in the case of the NNSA, Field) Offices, DOB Service Centers, 
DOE operational oversight offices, the M&O contractor). This finding is directly aligned 
with the primary focus in our Task Force’s report (Recommendation 1.1) to use the 
Laboratory Policy Council to clarify the roles and responsibilities for mission execution 
at the laboratories and direct the Under Secretary for Management and Performance to 
lead the Laboratory Operations Board in implementing these changes. 

2. The Commission’s report recommends a number of actions that can be taken to provide 
immediate change to the overly burdensome detailed management of the laboratories 
that is inconsistent with the philosophy of a Government Owned, Contractor Operated 
(GOCO) laboratory. The Commission endorses the recommendation of the Augustine- 
Mies Panel to eliminate the incentive portion of the M&O contract award, replacing it 
with a competitive fixed fee arrangement. We support this recommendation as a way to 
reduce complex bureaucracy, which is delivering limited operational performance 
leverage. 


’ ibid, p iv. 
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Other short term actions recommended in the CRENEL report are consistent with the 
SEAB Task Force’s recommendation for laboratory management “experiments.” The 
Commission suggests reestablishing local and rapid decision making for conference 
participation (which it deems vital to maintaining the intellectual excellence of 
laboratory staff), establishing a single point of control within the Department for all 
laboratory data requests, and removing approval authority from Support Centers, clearly 
articulating their support role. 

Finally, it is worth noting that the Commission specifically recommends separating the 
National Energy Technology Laboratory (NETL), currently the only Government 
Owned, Government Operated (GOGO) laboratory in the system, into two independent 
parts - a standard GOCO to handle the research and development mission and a 
contracting office to handle the disbursement of funds to external partners. 

We find merit in all these CRENEL suggestions. 

3. As noted in numerous reviews and reports over the last decade, the Commission 
observes that the laboratories can make a greater contribution to the national economy 
and its competitiveness, if the laboratories have effective technology transfer processes 
in place. The Commission clearly articulates the larger view of what technology transfer 
means, commenting that in addition to traditional Cooperative Research and 
Development Agreements, Work for Others, or licensing activities, significant 
technology transfer occurs through the world class user facilities, through the maturing 
of early career research talent and through persormel flow and rotation between the 
laboratories, academia and industry. SEAB strongly endorses this view. However, we 
believe that CRENEL has failed to comment on an important issue on this topic. As the 
Interim Report by the SEAB National Laboratory Task Force suggests, there is some 
level of confusion and inconsistency about whether economic development and national 
competitiveness are part of the mission of National Laboratories. To address this 
directly, the SEAB report has recommended (#3.1) that you issue a policy statement that 


4 of 10 



251 


creating value for the private sector through the use of technology transfer, research 
facilities and workforce is part of the National Laboratory mission. We continue to 
advocate this. 

4. The Commission provides a thorough analysis of the rationale and current uses of 
Laboratory Directed Research and Development (LDRD) and finds clear benefits from 
the program for supporting high-risk, potentially high reward early-stage research, for 
exploring research avenues that may be new to the laboratory or the complex, and as a 
significant tool that “.. enables laboratories to develop and invest in its workforce for 
both the short and long term.”^ As with numerous recent reviews, including your Task 
Force, the Commission “...strongly endorses LDRD programs, both now and into the 
future, and supports restoring the cap on LDRD to 6 percent, unburdened, or its 
equivalent.”® 

5. The Commission notes positively your strongly articulated commitment and the steps 
being taken by the Department to ensure alignment of the laboratories in its strategic 
planning processes. The Office of Science (SC) process is described in detail: 

During this Laboratory Strategic Planning process, SC requires laboratory leaders to 
define the long-range visions for their respective laboratories. This information 
provides a starting point for discussion about each laboratory’s future directions, 
immediate and long-range challenges, and resource needs. DOE and the laboratory 
leaders settle on new research directions and the expected development or 
sustainment of capabilities. In addition, external advisory committees provide advice 
on establishing research and fecilities priorities; determining proper program balance 
among disciplines; and identifying opportunities for inter-laboratory collaboration, 
program integration, and industrial participation.^ 

The report further describes the effective processes SC uses to review its alignment to 
DOB strategy and connect both its strategic and tactical execution to its annual 


^ ibid, p 66. 

* ibid, p 43. SEAB notes with some sadness that use of the word “equivalent” apparently conceals inability to 
agree on a simple and transparent method to calculate the 6% because some labs are jockeying for more 
complex formulae that result in greater LDRD. 

’ ibid, p 35. 


5 of 10 



252 


Performance and Evaluation and Measurement Plan (PEMP.) The Commission calls for 
the adaptation of these core, successful processes to all the DOE laboratories. As you 
know, the SEAB Task Force made a similar recommendation and proposed that the 
DOE Laboratory Operations Board be charged with the task of implementing a DOE- 
wide effort to identify, manage, and resolve issues affecting the management, 
operations, and administration of the National Laboratories. 

One additional point that bears mentioning is the Commission’s analysis and endorsement 
of recommendations made by both the NRC* and, more recently SEAB^, to provide a 
modest investment stream for science and technology development for the Environmental 
Management program, stating that, “Success of the cleanup effort will require significant 
new understanding of the science and with this understanding, development of new 
technology.”'” 

As noted above, CRENEL calls for the establishment of a “standing body” to track 
implementation of the recommendations made in its report. SEAB recommends that because 
most of the National Laboratories are managed by their respective offices of the Under 
Secretaries for Science & Energy and Nuclear Security, and many of the recommendations 
involve management and performance, the “standing body” should be formed by the three 
Under Secretaries - Science & Energy, Nuclear Security and Management & Performance - 
with the Under Secretary for Management & Performance serving as the Chair of this 
standing body. The purpose of this standing body would be to track and enforce timelines 
and priorities to make process changes and report directly to the Secretary. 


* National Research Council, Committee to Evaiuate the Science, Engineering, and Heaith Basis of the DOS’s 
Environmental Management Program, Improving the Environment: An Evaluation of DOS’s Environmental 
Management Program,” (Washington DC: NRC, 1995), 21, 

® SEAB, Report of the Task Force on Technology Development for Environmental Management, (Washington. 
DC: DOE, 2014); 

Final Report of the Commission to Review the Ejffeciiveness of the National Energy Laboratories, Volume 1, 
October 28, 2015, p 59. 
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We also note a few points where we feel that the CRENEL report could have been a bit 
more assertive in its recommendations. 

1 . The Congressional charge to the Commission implicitly calls for a judgment about 
whether the size of the DOE national laboratory network is too big, too small, or just 
right given the current and future technology needs of the country in DOE’s mission 
areas of responsibility; science, energy, national security, and environmental 
management. The Commission does not directly address this central question but 
their implicit answer is that the DOE national labs are doing their job, their 
effectiveness and efficiency is impaired by over regulation, and the amount of public 
resources is “just right” although at several points there is a hint that more resources 
would be welcome. This central conclusion would be more convincing if the 
Commission had examined a range of different organizational arrangements, quite 
different from the current structure, and compared the pros and cons of each. 

2. The CRENEL report also does not offer a timeline for its recommendations to be 
implemented. Because many of the recommendations are similar to the ones offered 
by tile SEAB Task Force, we suggest that you use the timeline offered by the SEAB 
Task Force report. 

In summary, we find that the CRENEL Commission report provides additional support for 
the numerous findings and recommendations that have already been voiced about the value 
and performance of the DOE national laboratories, The Commission also repeats and 
underscores the many recommendations that have been made to streamline the management 
and oversight of the laboratories, thus making them more efficient and of greater value to 
the scientific and technological strength of the country. It is up to you and your successors 
to see that the meritorious suggestions for change are put into place. 
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Preface 


Section 3166 of the Fiscal Year 2013 National Defense Authorization Act establishes the 
Congressional Advisory Panel on the Governance of the Nuclear Security Enterprise and tasks 
the panel to offer recommendations “...with respect to the most appropriate governance 
structure, mission, and management of the nuclear security enterprise.” This interim report, 
required by Congress, summarizes the panel’s initial findings on the current health of the 
enterprise and examines the root causes of its governance challenges. The panel is continuing to 
clarify and document the issues identified here. Recommendations to address the problems are 
being developed. The panel’s findings and recommendations will be reported in depth in its final 
report, which is due to Congress in July, 2014. 
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Executive Summary 


This interim report presents the findings to date of the Congressional Advisory Panel on the 
Governance of the Nuclear Security Enterprise. Congress tasked the panel to examine the 
performance of this enterprise and to consider alternative governance models. The current 
viability of the U.S. nuclear deterrent is not in question. The panel finds, however, that the 
existing governance structures and practices are most certainly inefficient, and in some instances 
ineffective, putting the entire enterprise at risk over the long term. 

This is no time for complacency about the nuclear deterrent. Each successive administration 
since that of President Eisenhower has reaffirmed the need to sustain a credible nuclear deterrent 
that is safe, secure and reliable. The panel endorses this commitment: America’s deterrent 
forces remain of utmost importance, they provide the ultimate guarantee against major war and 
coercion, and our allies depend on these forces and capabilities for extended deterrence. Other 
countries carefully measure U.S. resolve and technological might in making their own decisions. 
The United States and its allies are in a complex nuclear age, with several nuclear powers 
modernizing their arsenals, new nuclear technologies emerging, and potential new actors — as 
well as regional challenges — raising significant concerns. Now would be a dangerous time to 
stumble. 

This interim report summarizes the panel’s findings on the current health of the enterprise 
and the root causes of its challenges. The panel is only now beginning to formulate the 
recommendations that will be provided in the final report. During the past six months, the panel 
has examined the entire enterprise, defined broadly to include the national leadership in Congress 
and the Executive branch, the components of the National Nuclear Security Administration 
(NNSA) and policy and oversight organizations within the Department of Energy (DOE), and 
NNSA’s customers in the Department of Defense, Department of State, the Intelligence 
Community, and the Department of Homeland Security. Additionally, the panel benchmarked 
NNSA’s management practices against proven management approaches used by other high- 
performing, high-technology organizations both in the private sector and in government. The 
panel has reviewed previous studies; conducted on-site visits to numerous installations; and 
benefitted from the views of dozens of expert witnesses. 

One unmistakable conclusion of the panel’s fact finding is that, as implemented, the 
“NNSA experiment” in governance has failed. The current DOE/NNSA structure of “semi- 
autonomy” within DOE has not established the effective operational system that Congress 
intended. This needs to be fixed as a matter of priority. These fixes will not be simple or quick, 
and they must address the systemic nature of the problem. 
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Despite the flaws in governance, the panel found noteworthy examples of success in 
NNSA’s endeavors. To date, Science-Based Stockpile Stewardship has succeeded in sustaining 
confidence in the U.S. nuclear deterrent. Unmatched technical innovation on the part of NNSA’s 
scientists and engineers has produced a dramatically increased understanding of the country’s 
aging nuclear weapon stockpile. The labs and plants are providing solid support to non- 
proliferation efforts and unique expertise to the Intelligence Community. NNSA’s Naval 
Reactors organization continues to provide world class performance in the development and 
support of the most advanced naval nuclear propulsion systems in the world. 

But, NNSA as a whole continues to struggle to meet fundamental commitments. It has lost 
credibility and the trust of the national leadership and customers in DOD that it can deliver 
needed weapons and critical nuclear facilities on schedule and on budget. Simply stated, there is 
no plan for success with available resources. NNSA is on a trajectory towards crisis unless strong 
leadership arrests the current course and reorients its governance to better focus on mission 
priorities and deliverables. 

At the root of the challenges are complacency and the loss of focus on the nuclear 
mission across the nation and within U.S. leadership following the end of the Cold War. Over the 
decades, this changed situation has translated into the absence of a widely accepted 
understanding of, and appreciation for, the role of nuclear weapons and nuclear technology in the 
21st century. Within the nuclear enterprise this has been reflected in a lack of urgency and need 
for a compelling mission focus. Although the national leadership has provided strong policy 
statements and substantial sums of money to the enterprise, follow-through has been insufficient. 
Congress’ current focus on the issue is a welcome development. But sustained national 
commitment and focus on the entirety of the mission and the enterprise charged with its 
execution is required. 

Fundamental governance reform is needed to shape an enterprise that meets all of the 
nation’s needs and establishes the essential infrastructure that is required for the coming decades. 
What is needed is a governance system that will; 

• Issue clear plans and provide sufficient resources for success 

• Assign and align responsibility, along with the necessary authority, and 

• Provide strong, accountable leadership and management at all levels. 

To achieve these conditions for success, five systemic disorders will need to be addressed. 

Loss of Sustained National Leadership Focus 

Since the early 1990s, the United States has experienced significant erosion in its abilities 
to sustain its nuclear deterrent capabilities for the long term. The atrophy of these capabilities has 
been well documented in numerous reports over the past decade. The fundamental underlying 
cause of this erosion has been a lack of attention to nuclear weapon issues by senior leadership — 
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both civilian and military — across both past and present Administrations and Congresses, This 
lack of attention has resulted in public confusion. Congressional distrust, and a serious erosion of 
advocacy, expertise, and proficiency in the sustainment of these capabilities. Absent strong 
national leadership, NNSA, as well as the whole Nuclear Security Enterprise, has been allowed 
to “muddle through.” First and foremost, as mentioned previously, national-level support must 
be consolidated and focused. 

A Flawed DOE/NNSA Governance Model 

The current NNSA governance model of semi-autonomy within DOE is fundamentally 
flawed. NNSA has not established effective leadership, policy, culture, or decision making. As 
implemented, the Administrator of NNSA is not provided the autonomy from DOE headquarters 
staffs necessary to accomplish the mission, nor has this governance model created a sense of 
accountability for mission accomplishment within the involved DOE headquarters staffs. Indeed, 
contrary to Congress’s intent, the design and implementation of NNSA governance has led to 
numerous redundancies, confused authorities, poor integration across the enterprise, and 
weakened accountability. 

Absence of Sound Management Principles 

NNSA, and the associated policy-setting and oversight organizations within DOE, reflect 
few of the characteristics of the successful organizations benchmarked for this study. An 
entrenched, risk-averse bureaucracy lacks a shared vision for, and a unified commitment to, 
mission accomplishment. Hence, teamwork is lacking. Both DOE and NNSA lack clearly 
defined and disciplined roles, responsibilities, authorities, and accountability aligned to NNSA’s 
mission deliverables. Too many people can stop mission essential work for a host of reasons and 
those who are responsible for getting the work done often find their decisions ignored or 
overturned. Chains of command are not well defined and resources are micromanaged. Personnel 
management and career development programs, issue resolution processes, and deliverable- 
aligned budgets are deficient. Shortfalls in project management and cost estimating are well- 
documented and acute. 

Dysfunctional Relationships between Government and Management and 
Operating (M&O) Partners 

The trusted partnership that historically existed between the field and DOE/NNSA 
headquarters has eroded over the past two decades to an arm’s length, customer-to-contractor, 
adversarial relationship. The changes in mission priorities from design and production to 
stewardship, and heightened regulatory oversight, overturned accepted priorities within the 
nuclear weapons program and radically altered the well-understood relationships between line 
managers and mission-support functions within the government as well as between the 
government and the M&O contractors. In the case of the laboratories, this has led to a significant 
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loss in the benefits of the federally funded research and development centers — the FFRDC 
model. The trust essential to this model — and underscored by a recent National Resource 
Council of the National Academies study' — has been eroded by unclear accountability for risk, 
and a fee structure and contract approach that invites detailed, tactical oversight rather than a 
more strategic approach with performance-based standards. Additionally, excessive, fragmented 
budget and reporting lines also confound effective and efficient programmatic management and 
further erode any sense of trust. Furthermore there is no enterprise-wide approach within NNSA. 
While there are examples where the relationship has improved, such as at the Kansas City Plant, 
government-M&O relationships remain highly inefficient and, in some cases, severely fractured. 

Insufficient Collaboration with Customers 

The collaboration issues identified by the panel are mainly with the Department of Defense 
weapons customers. This is, at once, a cultural and communications divide. There is no 
affordable, executable joint DOD-DOE vision, plan, or program for the future of nuclear 
weapons capabilities. There is a lack of effective Joint planning and budget coordination because 
of a fundamental lack of mechanisms to ensure requisite collaboration and consensus to address 
core mission requirements. As a consequence, DOD customers lack trust in NNSA’s ability to 
modernize facilities and execute warhead life extension programs. Although other customers 
appear to be satisfied, here, loo, a more strategic approach would strengthen capabilities and the 
services provided. 

In conclusion, lasting reform will require aggressive action and sustained implementation in 
all five of these areas. The changes needed undoubtedly will be difficult to implement regardless 
of where the enterprise is located within the . government’s structure, since the fundamental 
problems are cultural more than organizational. Organizational change, while not unimportant, is 
only a small portion— the easy portion — of the revisions that must be made to facilitate success. 
Previous efforts to reform and previous studies calling for action have largely failed due to lack 
of leadership follow-through, a lack of accountability for enacting change, and the lack of 
effective, sustained top-level demand for change from national leadership. The Department of 
Energy by itself would be challenged to oversee the radical steps that will be needed. Success is 
imaginable only with the strong and active engagement of a knowledgeable Secretary, supported 
by the White House and Congress, and a structure that removes impediments and that aligns to 
mission priorities. 


National Research Council, Qualify of Science and Engineering at the NNSA National Security Laboratories 
(Washington, DC: National Academics Press, 2013). 
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Introduction 


Section 3166 of the Fiscal Year 2013 National Defense Authorization Act establishes the 
Congressional Advisory Panel on the Governance of the Nuclear Security Enterprise, and tasks 
the panel to offer recommendations “...with respect to the most appropriate governance 
structure, mission, and management of the nuclear security enterprise.” Over the past six months, 
the panel has performed fact finding in support of its task. The central focus has been on the 
National Nuclear Security Administration (NNSA), both headquarters and field, including the 
laboratories, production plants, and the Nevada National Security Site. The panel has also 
examined the other major elements of the overall national nuclear enterprise, to include the 
leadership in the Congress and the Executive Branch as well as NNSA’s major customers in 
other Federal agencies. This report summarizes the panel’s interim findings on the current health 
of the enterprise and examines the root causes of its governance challenges. 

The NNSA was established in 1999. The Act creating the NNSA established the missions 
comprising six major elements as follows. 

• To enhance United States national seeurity through the military application of nuclear 
energy 

• To maintain and enhance the safety, reliability, and performance of the United States 
nuclear weapons stockpile, including the ability to design, produce, and test, in order to 
meet national security requirements 

• To provide the United States Navy with safe, militarily effective nuclear propulsion 
plants and to ensure the safe and reliable operation of those plants 

• To promote international nuclear safety and nonproliferation 

• To reduce global danger from weapons of mass destruction 

• To support United States leadership in science and technology 

These statutory missions draw on a core set of science, engineering, and manufacturing 
capabilities that have been developed largely to address the needs of the nuclear weapon 
programs. The panel’s evaluation has considered each mission, with the understanding that the 
NNSA is solely qualified to fulfill its mission to sustain the nuclear stockpile and provide naval 
nuclear power, while it is one of several contributors in the other mission areas. 


NNSA Act (Title XXXIl of the National Defense Authorization Act for Fiscal Year 2000, Public Law 106-65). 
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Recognizing that there has already been extensive examination of the enterprise, the panel 
reviewed thousands of pages produced by studies and reviews conducted both before and since 
the creation of the NNSA. The members heard from many experts, both inside and outside of the 
enterprise.^ This included past and present senior leadership in the Department of Energy (DOE), 
NNSA, and Department of Defense (DOD), Field Office managers, Management and Operating 
(M&O) executives and a cross-scction of personnel at each site, Laboratory Directors, chairmen 
of previous studies of the enterprise. Congressional staff, representatives from the customer 
communities (DOD, Intelligence Community, the Federal Bureau of Investigation, Department 
of State, Department of Homeland Security), the Defense Nuclear Facilities Safety Board 
(DNFSB), the Government Accountability Office, and the British nuclear weapons program. 

The panel divided its field investigative work into four fact-finding groups as follows: 

• The National Leadership group focused on the perspectives of the Executive branch 
(National Security Council Staff, Office of Management and Budget (0MB), and Office 
of Science and Technology Policy); the Legislative branch (both the Senate and the 
House of Representatives, and both the appropriations and authorization committees); 
Department of Energy headquarters; and the Nuclear Regulatory Commission, the 
DNFSB and other national-level stakeholders such as the Occupational Safety and 
Health Administration (OSHA) and the American Federation of Labor and Congress of 
Industrial Organizations (AFL-CIO). 

• The NNSA group interviewed leadership personnel within NNSA headquarters and also 
conducted site visits to the three laboratories (Los Alamos National Laboratory 
(LANL), Lawrence Livermore National Laboratory (LLNL), and Sandia National 
Laboratory (SNL)), the four production plants (Kansas City Plant, Pantex, Savannah 
River Site, and Y-12 National Security Complex), and the Nevada National Security 
Site (NNSS). These visits incorporated discussions with the Field Offices (including the 
Albuquerque Complex) and the M&O contractor leadership as well as tours of some of 
each site’s important facilities. 

• The Customer group obtained perspectives of the clients of the enterprise to include 
DOD, the Intelligence Community, Department of State, Department of Homeland 
Security, the Federal Bureau of Investigation, and the British nuclear weapons program. 

• The Benchmarking group examined successful high-risk, high technology organizations 
to identify potential processes and structures that might be adopted by the enterprise. 
Among these organizations were Naval Reactors, Navy Strategic Systems Programs, 
National Aeronautics and Space Administration (NASA), representatives from the civil 


A full list of those who provided not-for-attribution testimony to the panel may be found in Appendix A. 


2 



266 


nuclear power industry, DOE’s Office of Science, the Centers for Disease Control, the 
Federal Aviation Administration, and the British nuclear weapons program. 

The panel’s findings and recommendations will be reported in depth in its final report, 
which is due to Congress in July, 2014. This interim assessment provides ample evidence of 
troubled enterprise governance. The telling symptoms of distress reported to the panel were 
confirmed through many sources and are consistent with the findings of numerous earlier studies. 
Notable among these 

• Lack of agreed mission priorities for the enterprise as a whole 

• Goals that are not matched to NNSA’s budgets 

• A loss of credibility and the trust of the national leadership and customers that NNSA 
can deliver needed weapons and critical nuclear facilities on schedule and on budget 

• Inability of the NNSA to accurately estimate costs and schedules as the basis for 
planning 

• Highly detailed, inefficient budgeting and reporting requirements imposed upon the 
NNSA by Congress and further complicated by the NNSA 

• Lack of operational experience, stability, and continuity of NNSA leadership 

• Absence of structured decision making and agreed-upon authority within the DOE and 
NNSA to resolve issues promptly 

• Failure of NNSA to appropriately delegate responsibility and authority, monitor results, 
and enforce accountability at virtually all organizational levels 

• A risk averse culture within NNSA headquarters and field offices that fosters mistrust 
and encourages onerous transactional oversight of M&O performance 

• Excessive and often vague DOE rules, regulations, and procedures 

• Weak risk management processes and execution within DOE headquarters, the NNSA 
headquarters, and the NNSA’s national laboratories 

• Multiple, redundant DOE and NNSA mission-support activities (overseeing such 
functions as environment, safety, and health), with relatively autonomous authorities 

• Mismatch of skill needs and staff capabilities, especially for program management and 
cost estimation 

• Inadequate investments for infrastructure maintenance at the NNSA laboratories and 
production facilities 

• Ineffectual NNSA communications, externally, with customers, and internally, from 
leadership to staff and from staff to leadership 
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• Erosion of the NNSA-laboratory partnership, undermining the contributions of the labs 
as Federally Funded Research and Development Centers 

Despite the governance shortcomings that are the focus of this report, it is important to 
recognize the achievements of the individuals and organizations working within the enterprise. 
Selected significant accomplishments in Science-Based Stockpile Stewardship, naval nuelear 
propulsion, non-proliferation, and intelligence are highlighted in Table 1. Many customers are 
satisfied with their working relationships with the laboratories and plants, as well as with the 
products and services they obtain from the enterprise. Unfortunately, these accomplishments are 
often overshadowed by the NNSA’s management shortcomings, including failures to serve key 
weapons customers, prudently manage resources, maintain agreed-upon schedules, and 
effectively communicate with its customers and national leadership. 

Table 1. Noteworthy Accomplishments of the Nuclear Security Enterprise 


• Nuclear Stockpile Maintenance program has delivered W87 and W76 Life 
Extension Program (LEP) warheads 

• Science-Based Stockpile Stewardship 

- Vigorous processes for two decades of successful annual certification of the 
stockpiles 

- Tri-lab competition and collaboration (W76 dual-revalidation. Reliable 
Replacement Warhead competition) 

- World-leading scientific advances: significantly improved understanding of 
weapons’ physics, aging, and material properties 

- Leadership in high-performance computing 

- Successful completion of new manufacturing and experimental facilities 

• Naval Reactors programs successfully sustain and advance technologies for ship 
propulsion 

• Continued plaudits for support to Interagency programs in areas such as non- 
proliferation, counter-proliferation, and counter nuclear terrorism (e.g.. 
Intelligence Community, Department of Homeland Security, State Department) 


The panel is seeking to identify lasting solutions for the failings of the enterprise 
governance system. It is the panel’s judgment, reinforced by a comparison of the NNSA with 
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high-performing benchmark organizations, that this will require addressing five systemic 
disorders touching every organization within the national nuclear enterprise: 

• First, a loss of sustained national leadership focus starting with the end of the Cold War, 
which has undermined the foundation for nuclear enterprise governance and contributes 
to virtually all of the observed problems; 

• Second, a flawed DOE/NNSA governance model, resulting from the flawed 
implementation of legislation establishing NNSA as a “separately organized” sub- 
element of DOE; 

• Third, an absence of sound management principles within DOE/NNSA; 

• Fourth, dysfunctional relationships between the government and its M&O partners; 

• Fifth, insufficient collaboration with customers. 

Solutions must address each of these disorders. Difficult steps will be necessary, and senior 
management will need strong external support to bring about the needed change. 
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1. Loss of Sustained National Leadership Focus 


Every aspect of the enterprise supporting the nuclear deterrent is colored by the fact that, 
since the end of the Cold War, nuclear weapons have become orphaned by senior officials in 
both the Executive and Legislative branches. The overall environment in which the enterprise 
operates across the U.S. government, in terms of interest, understanding, and advocacy, can be 
characterized as disparate, thin, and thinning.'* Across the government, there remains a relatively 
small community of experts focused on nuclear deterrence matters, and they tend to be isolated 
in organizations with broad portfolios. To be sure, top-level guidance has been clearly articulated 
(e.g., the 2010 Nuclear Posture Kev/eiv,® subsequent work leading to the Nuclear Weapons 
Employment Policy in June 2013,^ Presidential speeches, the 2014 Quadrennial Defense 
Review, ’’ and the annua! Nuclear Weapons Stockpile Memorandum). Most recently, the 
President’s FY15 Budget submission and the 2014 Quadrennial Defense Review emphasize the 
fundamental importance of nuclear deterrence and the commitment to invest in order to “retain 
an effective Triad.”* In support of these policies, billions of dollars are provided every year. 
Nevertheless, the day-to-day operation of the enterprise suffers from a lack of follow-through in 
shaping plans and resources, and in overseeing mission execution, both from the Legislative and 
Executive branches. 

Within Congress, there are multiple challenges. A dwindling number of Members of 
Congress advocate for the needs of the enterprise or fully appreciate the enterprise’s mission and 
its importance. In both the Senate and the House of Representatives, the pane! found varied and 
disparate perspectives, and uneven communication among committee Members and their staffs. 
Communication challenges are further compounded by multiple committee jurisdictions over 
various parts of the enterprise. Nevertheless, some committed legislators and staffs continue to 
bring focus to these issues, as evidenced by the charter for this review. 


Earlier studies, spanning more than a decade, have underscored this problem, including: Chiles Commission, 
Report of the Commission on Maintaining United States Nuclear Weapons Expertise (Washington, DC: DOE, 
1999); Defense Science Board (DSB), Report of the Defense Science Board Task Force on Nuclear Capabilities 
(Washington, DC: Office of the Undersecretary of Defense for Acquisition Technology and Logistics, 2006); 
DSB, Report of the Defense Science Board Task Force on Nuclear Deterrence Skills (Washington, DC: Office 
of the Undersecretary of Defense for Acquisition Technology and Logistics, 2008). 

DOD, Nuclear Posture Review Report (Washington, DC: DOD, April 6, 2010), 

An overview of this policy is provided in Office of the Press Secretary, The White House, “Fact Sheet: Nuclear 
Weapons Employment Strategy of the United States,” June 19, 2013, http://vvww.whitehouse.gov-the-press- 
office/2Q13/Q6/19. accessed April 30, 2014, 

DOD, 2014 Quadrennial Defense Review (Washington, DC: DOD, March 4, 2014). 

Ibid., 32. 
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Some Congressional policies and practices hamper effective and efficient execution of the 
mission. First, Congress has increased the number of budget control points imposed on the 
enterprise. In 1998, there were nine control points; today, in contrast, there are eighty-two 
imposed on NNSA. This has restricted the ability of the enterprise to manage efficiently and 
adjust resources as needed to meet mission priorities. A second budget issue is one that applies to 
the entire U.S. Government: the impact of Continuing Resolutions and the Budget Control Act. 
As funding is issued incrementally (and often late in the year of execution), the ability to manage 
the array of interrelated activities and adhere to multi-year schedules is compromised, which 
ultimately results in both increased cost and delivery delays. In addition, the inability of 
Congress to confirm nominees to important leadership positions in a timely manner leaves key 
roles vacant, hinders others already working within the organization to effect necessary changes 
pending the arrival of new leadership, and ultimately risks reducing the number of well-qualified 
leaders who are willing to subject themselves to this process. 

Leadership challenges within the Executive Branch are evident as well. DOE has a broad 
span of civilian responsibilities in addition to the nuclear security programs, and few principals 
in DOE headquarters, outside of NNSA, focus on nuclear weapon issues. As for DOD, several 
key senior staffs and analytical activities focused on deterrence strategy, operations, and 
programs have been eliminated or significantly reduced over the past two decades.^ Executive 
Branch oversight is constrained by the limited staffs in both the National Security Council and 
the Office of Management and Budget. Studies and after action reviews of lapses in nuclear 
operations typically find that oversight mechanisms, leadership decisions, and workforce 
attitudes are shaped over time by the weakened top management focus on nuclear weapons. The 
most recent incident within DOE is the Y-12 security incursion. DOD examples during the past 
seven years include the unauthorized, inadvertent transfer of nuclear-armed Advanced Cruise 
Missiles from Minot Air Force Base (AFB) to Barksdale AFB, the mistaken shipment of 
Intercontinental Ballistic Missile (ICBM) warhead non-nuclear components to Taiwan, and 
recently-reported problems with personnel supporting U.S. ICBM operations. 

In short, the governance of the enterprise has suffered from a lack of strong, focused 
political leadership at the department and national level. This is manifest in at least three ways. 

A. Lack of a Unifying Narrative Clarifying Mission Priorities 

Good governance begins with a clear understanding of mission priorities. Existing policy 
guidance supports each of NNSA’s missions, but the guidance does not resolve and delineate 
program and resource priorities among those missions. Consequently, the panel has found there 


DSB, Report of the Defense Science Board Task Force on Nuciear Deterrence Skills. 
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is no agreement across the government, For many, the core mission is nuclear weapons 
stewardship. Others place non-proliferation programs as the top priority. Another view is that 
leadership in nuclear security science and engineering, not the nuclear force itself, is the core 
capability that underwrites deterrence. These views compete in setting programmatic and 
resource priorities; few interlocutors chose to name one mission as core, and each is able to cite 
higher-order guidance in support of the priorities they perceive. National leadership has the 
essential role in establishing the needed strategy, guidance, and resources. 

B. Lack of an Executable Plan 

Good governance also requires an implementable plan. Lacking strong leadership that 
unifies priorities, there has been no mechanism for the NNSA, its customers, and the national 
leadership to converge on a credible resource-loaded plan to chart the path ahead. The 
President’s annual Nuclear Weapons Stockpile Memorandum and the Nuclear Weapons Council 
evolving “baseline” plan, for instance, provide important direction, but they do not provide 
programmatic guidance. As discussed in Section 5 on NNSA’s collaboration with its customers, 
the Nuclear Weapons Council and the Mission Executive Council for interagency customer 
coordination continue to struggle in setting priorities, defining the enterprise’s needs, and 
identifying resources to support those needs. And, of course, planning efforts have been 
seriously undermined by the turbulent national budget environment as well as by NNSA’s 
inability to accurately estimate costs. 

A rough estimate, based on assessments by DOD’s Cost Assessment and Program 
Evaluation Office and the Congressional Budget Office, is that the aggregate NNSA program, as 
was .structured in its 2014 Stockpile Stewardship and Management Plan, was at least $10 billion 
under-funded over the coming decade." The recently released 2015 Stockpile Stewardship and 
Management Plan reduces projected funding over the next decade and proposes significant 
delays in the delivery of several major life extension programs and nuclear facilities.'^ Without 
commitment to an executable plan, NNSA has reacted and adjusted to funding as it is doled out 
year-to-year, or month-to-month. Large construction projects, Life Extension Programs (LEP), 


The most wide-ranging and comprehensive recent document on the lack of consensus can be found in Stephanie 
Spies and John K. Warden, Forging a Consensus for a Sustainable U.S. Nuclear Posture (Washington, DC: 
Center for Strategic and International Studies, April 2013). See, in particular, pages 10 and 1 1 on the need for a 
unifying, lasting consensus amongst our national leadership. See also Strategic Posture Commission, America's 
Strategic Posture: The Final Report of the Congressional Commission on the Strategic Posture of the United 
Slates (Washington, DC: United States Institute of Peace, 2009), 

* ^ OSD Office of Cost Assessment and Program Evaluation, “NNSA Governance Discussions: Briefing to the 
Advisory Panel” (Washington, DC: DOD, December, 2013); Congressional Budget Office (CBO), Projected 
Cost of U.S. Nuclear Forces, 2014 to 2023 (Washington, DC: CBO, December 2013), 

U.S. Department of Energy (DOE), FY20I5 Stockpile Stewardship and Management Plan (Washington, DC: 
DOE, April 2014). 
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and infrastructure modernization investments are managed with incremental funding. This 
creates significant inefficiency. In each area the enterprise routinely incurs program slips, 
delivery delays, program suspensions, and accumulations of deferred maintenance — all leading 
to increased long-term costs. 

C. Absence of Follow-Through for Governance Reform 

Governance has also been affected by another symptom reflecting unfocused leadership: 
the weakened ability of NNSA leaders to address controversial governance problems, including 
personnel reforms. Federal workforce initiatives, shifts in budget priorities, re-sizing or re- 
shaping of the complex’s infrastructure, and the enforcement of accountability. Because the 
NNSA has lacked consistent, high-level political support, it has muddled through, adopting a 
reactive style and failing to make tough management choices, even though many NNSA leaders 
have seen the need to address the governance problems this report and others outline.’^ The 
difficult work in addressing the fundamental problems will fall on the shoulders of the NNSA 
leadership and the operating units of the enterprise. But, their efforts cannot succeed without the 
strong national level support for tough and sometimes politically difficult actions. To achieve 
this, it will be necessary to consolidate and focus available support to establish the nuclear 
weapons mission as a national priority in Congress and in the Executive Branch. 


^ ^ See, for example, DSB, Report of the Defeme Science Board Task Force on Nuclear Deterrence Skills; and 
Spies and Warden, Forging a Consensus for a Sustainable US Nuclear Posture. 
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2. A Flawed Department of Energy /National Nuclear 
Security Administration (DOE/NNSA) Governance 

Model 


Despite the intent of the NNSA Act to create a separately organized NNSA within DOE, 
the NNSA has not established autonomous leadership authorities, a policy framework, distinct 
culture, or integrated decision-making mechanisms.^^ The panel concludes that the relationships 
among NNSA, the Secretary of Energy, and the DOE headquarters staffs are fundamentally 
broken and must change. 

Except for Naval Reactors, the NNSA Act does not provide a blanket exemption of NNSA 
from DOE orders and directives. NNSA decisions and initiatives remain subject to DOE 
headquarters staffing processes prior to consideration for Secretarial approval. For instance, the 
department’s directive program (DOE O 251. 1C) requires policies, orders, notices, guides, and 
technical standards to be reviewed by a Directives Review Board chaired by the Director of 
theOffice of Management.^^ Senior representatives from the three Under Secretarial offices, the 
Office of General Counsel, and the Office of Health, Safety and Security all serve as members 
whose concurrence is needed before final issuance. Should the review board be unable to reach 
consensus, the Deputy Secretary decides whether to overturn the position of the directive’s 
originating office. 

DOE’s implementation of the NNSA Act has produced parallel, intertwined NNSA and 
DOE headquarters staffs in many functional areas, rather than truly separate or independent DOE 


“...NNSA and DOE have not fully agreed on how NNSA should function within the department as a separately 
organized agency. This lack of agreement has resulted in organizational conflicts that have inhibited effective 
operations.” Government Accountability Office (GAO), National Nuclear Security Administration: Additional 
Actions Needed to Improve Management of the Nation's Nuclear Programs (Washington DC: GAO, 2007). 
DOE and NNSA define and govern their relationship based on legislation that does not unequivocally assign 
policy and risk acceptance authority. § 7144 of 42 V.S Code Chapter 84 reads, ‘‘The Secretary shall be 
responsible for establishing policy for the National Nuclear Security Administration” and “The Secretary may 
direct officials of the Department... to review the programs and activities of the Administration and to make 
recommendations to the Secretary regarding administration of those programs and activities, including 
consistency with other similar programs and activities of the Department.” § 7144(a) further stales that, “The 
Secretary shall be responsible for developing and promulgating the security, counterintelligence, and 
intelligence policies of the Department.” These statutes conflict with § 2402(b) of 50 V.S. Code Chapter 41 
which declares, “The Administrator has authority over, and Is responsible for, all programs and activities of the 
Administration... including... (2) Policy development and guidance... (6) Safeguards and Security... (9) 
Environment, safety, and health operations” and § 2402(d) which states “the Administrator can establish 
NNSA-specific policies unless disapproved by the Secretary.” 

U.S. Department of Energy, Departmental Directives Program, DOE O 251. 1C (Washington, DC: Office of 
Management, January 15,2009). 
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and NNSA staff offices. ’’ Parallel staffs exist in areas such as General Counsel, Human Capital 
Office, Public Affairs, Legislative Liaison, Chief Financial Officer, Environmental, Safety and 
Health (ES&H), Security, and Chief Information Office. Members of both the DOE headquarters 
and NNSA staffs point to the inefficiencies this creates. For example, NNSA has separate, non- 
integrated personnel systems and is not participating in an ongoing DOE effort to reduce support 
costs. The failure of a separately organized NNSA is further elucidated in the examples provided 
in sub-section C. 

As implemented, the NNSA Act has actually been counter-productive. The problems fall 
into three main areas. 

A. Overlapping DOE Headquarters and NNSA Staff Responsibilities 

The parallel DOE headquarters and NNSA staff structures increase bureaucracy, cloud 
decision-making authority, and add to the number of people without clear authority and 
accountability who can stop or delay decisions. As one field representative put it, “We suffer in a 
regulatory framework where there are no clear lines of appeal or decision-making and no 
integrated place for the cost-benefit analysis to be done. For example, regarding facility safety 
and operational infrastructure, I get direction from the Office of Acquisition and Project 
Management, the Defense Programs leadership, the leadership for infrastructure management, 
DOE headquarters, and the Defense Nuclear Facilities Safety Board. How am I to do my job 
when getting direction from five different organizations?” Outcomes are determined by 
negotiations among the competing interests, which consume time and energy, and tend to yield 
ultra-conservative, minimal-risk approaches. 

B. A Deepened Divide between Line Management and Mission-Support 
Responsibilities 

Under the existing parallel staff structure, DOE headquarters staffs continue to exercise 
their mission-support oversight of NNSA, but they do not have the countervailing pressures to 
accomplish the mission. This structure skews incentives at the DOE headquarters level. These 
factors create strong and counter-productive incentives to eliminate all risks — large and small — 
rather than seeking to effectively manage the most important ones. Because many officials in the 
DOE headquarters have lacked a compelling interest in mission execution (as many outside 
observers have noted), the staff conservatism is not challenged by the department’s leadership. 


Earlier studies arrived at this conclusion as well. “Implementation of the NNSA Act failed to achieve the 
intended autonomy of NNSA within DOE.” Elizabeth Turpen, Leveraging Science for Security: A Strategy for 
the Nuclear Weapons Laboratories in the 21st Century (Washington, DC: Stimson, 2009). “The governance 
structure of the NNSA is not delivering the needed results. NNSA has failed to meet the hopes of its founders. It 
lacks the needed autonomy.” Strategic Posture Commission, America 's Strategic Posture. 
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C. Ineffective and Inefficient DOE Orders, Directives, and Rulemaking 

Processes 

Because of the diversity of DOE operations, orders are often written broadly to apply to 
both non-nuclear and nuclear activities even though the latter may demand special 
considerations. Consequently, DOE orders for ES&H and security often lack the precision, 
consistency, and clear implementing guidance necessary to translate the order’s intent into 
practice. Not all sites have the same version of DOE orders for ES&H and security policy 
reflected in their contract. Indeed, there are sites that have both NNSA and DOE orders in their 
contract covering the exact same ES&H topic; although these orders may be similar, they can 
contain subtle, but crucial, differences. 

The ambiguity in applicable standards compounds the problems of resolving issues among 
staffs who have unclear roles and authorities in DOE and NNSA headquarters and lack 
structured administrative procedures for decision making. In contrast, other regulatory bodies, 
such as the Nuclear Regulatory Commission or the Occupational Safety and Health 
Administration, have formal processes for clarifying the intent of their regulations and resolving 
issues as they arise, including disciplined risk analysis and risk acceptance procedures. Field 
participants see the lack of such processes for DOE or NNSA as a key impediment. As one 
laboratory participant stated, “Even if the lab has a rock-solid technical justification for its 
design, there is not a central point of contact in NNSA for adjudicating and getting a final 
decision on a safety-based design change.” The frustration is evident: “This process takes a long 
time; it shouldn’t be this hard. And, in this process, there is never any link to cost or mission.” 

The internal weaknesses in DOE’S regulatory apparatus also have significantly weakened 
the DOE/NNSA’s ability to engage effectively with the Defense Nuclear Facilities Safety Board. 
Congress chartered the DNFSB to provide independent oversight, by identifying safety concerns 
and raising issues with respect to the DOE’s implementation of its own orders. At the same time 
Congress has recently stated that, “it is incumbent upon the Secretary to reject or request 
modifications to DNFSB recommendations if the costs of implementing the recommendations 
are not commensurate with the safety benefits gained."'* Given the statutory role of the DNFSB 
as an independent oversight arm for public safety, and the lack of a DOE analytical capability to 
effectively evaluate options to respond to its recommendations, the DNFSB exerts a dominant 
influence over DOE’s risk management in nuclear safety policies and programs, which at times 
leads to actions that do not reflect prudent risk management or safety concerns. 


“Joint Explanatory Statement to Accompany the National Defense Authorization Act for Fiscal Year 2014," 
Congressional Record 159: 176 (December 12, 2013), H7968. 
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3. Absence of Sound Management Principles 


The panel’s benchmarking activities identified a number of proven management 
characteristics common to successful high-risk, high technology operations. (See Table 2.) 
Prominent among these are a shared vision and mission priorities to chart the path ahead; the 
clear definition and disciplined exercise of roles, responsibilities, authorities, and accountability 
aligned to mission priorities; a technically competent workforce with the right skill mix and 
capabilities; clear plans with careful analysis of the resources needed to succeed; structured 
decision-making processes, with an emphasis on timely resolution of issues; and a structure and 
budget aligned to focus on customer deliverables. 

Few of these requisites for success exist across the NNSA’s management system— Naval 
Reactors is one exception. The observations here focus on ten areas where NNSA’s management 
practices are inadequate. In their combined effect, these shortfalls undermine NNSA’s 
leadership, impede accountability, and are corrosive to the culture. NNSA’s inadequate resource 
management practices give rise to unreliable cost estimates and plans that have eroded NNSA’s 
credibility and trust with DOD and Congress. Shortfalls internal to NNSA are compounded by 
the ill-defined relationships between NNSA and DOE headquarters staffs identified in the 
preceding section. 

One senior NNSA official summed up the current situation for the panel as follows: “An 
effective management system is timely, accurate, and simple; our NNSA system is none of 
these.” A major overhaul will be needed to align the structure, resources, and decision processes 
with mission priorities. 


Table 2. Criteria for Success In High Reliability, High Tech Organizations 

General • Universally understood and accepted purpose 

• Effective culture developed over many years by transformative leadership and 
maintained by indoctrinating carefully selected personnel 

• Adequate visibility with external stakeholders 


Structure • Clearly established, codified, and reinforced lines of authority, responsibility, and 

accountability 

• Formal, inclusive, decisive, prompt, and documented decision-making processes 
■ Deliberative body, such as a Board of Directors or Management Council, which 

obliges the organization to collectively engage in risk-based resource allocation 
decisions to accomplish mission 

• Separation of program/mission functions from institutional/support functions 
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Personnel 


Long-tenured director and/or senior leadership with extensive experience 
Technically proficient and accomplished staff 
Exceptional candidates recruited early to instill and sustain culture 
Professional development programs emphasizing problem identification/solving, 
continuous learning, leadership, and the socialization of best practices 


Commun- • Mission priorities aligned with purpose and frequently communicated by senior 
Ications leadership 

• Information flows freely and quickly up and down the organization, and decisions 
are made at the appropriate levels 

• Few if any obstacles (people or processes) prevent bad news from moving up the 
chain of command 

• Mechanisms exist for field oversight offices and site managers to communicate 
regularly and directly with the head of the organization 


Planning and • Single strategic planning reference document guides ail decisions 
Budget • Unwavering adherence to a disciplined planning and budget process, which Is 

comprehensive and detailed 


Program • In a government operation, government program managers oversee efforts, but 

Management contractors execute the work within established policies 

• Lean and authoritative site offices have sufficient technical and operational 
expertise to effectively oversee the work 

• Stakeholders are included early in project life cycle and strive to understand all 
requirements and regulations upfront 

• T echnical and financial elements of programs are scrutinized in order to validate 
efforts and control costs 

• The more hazardous the operation, the more safety is considered part and parcel 
of mission performance 

• Specialized ES&H and security standards are used only when more generally 
accepted standards (e.g,, industrial standards, OSHA standards) are shown to be 
inadequate or unclear 


Contracts • Contracts focused and evaluated on costs and mission performance, not award 
fees related to aspects other than meeting the mission 

• Contracts consolidated where appropriate to achieve economies of scale 

• Contracts competed Cost Plus Fixed Fee (very low) with no Incentive/bonus 
awards or Fixed Price Incentive (based on mission performance), depending on the 
work being done 


A. Lack of a Shared NNSA Vision, Mission Priorities, and Plans 

Accountability, organizational alignment, and operating culture all must flow from a 
common understanding of vision and mission priorities. During the Cold War, the weapons 
program was driven by an ambitious but relatively predictable product delivery cycle of design, 
test, and build — ^which at its peak, delivered up to a thousand new nuclear weapons each year. 

Today, there is no agreed-upon national plan for NNSA’s future path with identified 
resources. This lack of clear plans with associated resources and mission priorities to focus 
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execution is perhaps the fundamental flaw in NNSA governance. NNSA and its customers have 
critical roles in developing the needed strategy, guidance, and resources. 

B. Absence of an Effective Operational Culture and Workforce 

The NNSA has not taken the steps necessary to build a cohesive culture that instills 
accountability for customer deliverables, nor has it instituted the personnel programs needed to 
build a workforce with the necessary technical and managerial skills for operations. The 
purposeful development of leaders, managers, and staffs is essential to any governance system. 
The effective organizations benchmarked for this study focus on personnel management to create 
a reinforcing virtuous cycle: proven leaders emerge from careful selection and decades of 
experience involving careful development and screening. Such leaders make a system work well. 
They also attract and inspire other high-caliber people to join and stay in their organizations.” 
As one example, the current Director of Navy Strategic Systems Programs (SSP) started his 
career within that organization as a junior officer, and almost all of his subsequent assignments 
have been in the command. In addition to deep familiarity resulting from a long career with the 
same organization, long command tours provide needed continuity and allow the Director to 
promulgate and sustain the desired culture. Recently, the tenure of the SSP’s Director was 
extended from about four years to eight years to strengthen this benefit. 

A key staffing issue for the NNSA is the lack of operational experience in headquarters. In 
the peak years of the nuclear weapons program, the operational core of the nuclear enterprise 
was located in the Albuquerque Operations Office. Albuquerque synchronized the cycle of 
design-test-build throughout the Cold War, until 1992, when the production of new weapons was 
suspended. Albuquerque was officially disbanded ten years later, in 2002. NNSA headquarters 
assumed Albuquerque’s operating functions (which were greatly diminished by then since the 
U.S. had ceased producing warheads), and decades of operational experience, knowledge, and 
technical expertise within the Albuquerque staff was lost in the reorganization.^® 

Now, as the United States embarks on an intensive series of warhead life extension 
programs covering the entire stockpile, a leadership team with deep experience and continuity 
(such as the team in the Albuquerque Operations Office) would be an enormously valuable asset 


At benchmark organizations, the new entrants are carefully screened and selected, in part based on suitability 
for long-term careers within the organization. Employees tend to spend long careers within the organization. 
Promotion to the most senior levels (other than a political appointee) is usually from within, and these 
organizations favor those with broad-based career experience within the organization. 

NNSA’s needs more professionals with proven project management capabilities for the Life Extension 
Programs and nuclear facilities construction and for individuals with skills in costing and resource management 
are addressed in Sub-sections G and H, below. 
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for governing the enterprise. Creating and sustruning a personnel management system to build 
the needed culture, skills, and experience is a vital component of governance reform. 

C. An Unenforced Chain of Line Management Authority 

DOE/NNSA roles, responsibilities, authority, and accountability are not clearly defined, 
aligned, or enforeed. As an example, NNSA undertook to draft a Functions, Roles, and 
Authorities Manual to elarify how the NNSA management system should work, but this manual 
has never been eompleted. Experts decry the corrosive effects resulting from the lack of 
understanding of responsibilities within NNSA headquarters and the field offices. Some mission- 
support organizations view their role as a mission rather than support functions under which the 
mission is to be performed. As a consequence, some organizations responsible for mission- 
support functions often operate independently of line management. The problems within NNSA 
are further aggravated by the confusing governance relationships with DOE headquarters staffs, 
as discussed in the previous section. 

The confusion in roles and responsibilities is compounded by several other flaws in 
NNSA’s operating model: the lack of systematic processes for decision making; the absence of 
sufficient authorities for program managers to be accountable for major deliverables; and the 
high degree to which budgets are partitioned across the enterprise. These related issues are 
discussed in turn. 

D. Lack of Mechanisms for Timely, Informed Decision Making 

Effective organizations employ structured decision-making mechanisms to clarify roles and 
responsibilities and to integrate the performance of mission-support functions with line 
management responsibilities. Such processes not only expedite decision making, they also clarify 
who can say yes and who can say no when decisions need to be made. Effective organizations 
systematically track issues. They document decisions and follow up. They empower people to 
take decisions as far down the management chain as is reasonable, and they have procedures for 
elevating issues up the chain when necessary. They measure timeliness of decisions, and they 
study and improve the decision-making process itself 

Few, if any, such decision mechanisms exist in NNSA today; NNSA lacks structured 
processes that ensure information is shared, problems are surfaced, and timely decisions are 
made. This creates operational problems across the enterprise. Field operators find they 
sometimes must petition numerous headquarters staff offices for answers on policy or resource 
i.ssues. 

E. An Inflexible Budget Structure that Undermines Mission Execution 

The problems with decision making are amplified today by NNSA’s attempt to manage the 
operating sites with detailed budgets and milestones. Historically, the Albuquerque Operations 
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Office integrated the execution of programmatic work for the weapons within and among the 
sites. Sites were funded to provide a level of capability, the Operations Office coordinated the 
work within that capability, and there was considerable flexibility to adjust within fairly broad 
budget categories. Close coordination between operations and budgeting officials enabled this 
approach to work well when DOE was producing hundreds of new weapons per year, and this 
demanding but fairly predictable workload provided the momentum for driving a cycle of work 
on new designs, testing, and manufacturing. 

Effectiveness and efficiency have been undermined as the budget structure has become 
more detailed and the control of the budget has been dispersed across many NNSA headquarters’ 
organizations. No doubt this provides a degree of control for NNSA offices, but it also creates a 
high degree of complexity for managers at all levels. The result is increased delay and 
bureaucratic friction, and reduced programmatic and operational flexibility.^' The combination 
of detailed budgeting, diffused responsibility, and poor communications practically guarantees 
wasteful execution. Today there are thirteen Deputy and Associate NNSA Administrators with 
mission and mission-support functions. These offices are responsible for eighty-two 
congressional budget items, and they issue hundreds of more detailed budget reporting lines to 
the sites. (LANE reported that NNSA funds are provided with over 500 budget reporting lines 
and associated milestones; Pantex reported its number is 225. Other sites have comparable 
numbers.) If one believes in the adage, “the government is what it funds,” then the NNSA is a 
collection of hundreds of weakly integrated projects. “ The overlay of confused roles and 
responsibilities, in combination with highly detailed budgets, begets inefficient and ineffective 
mission execution. 

Those in the field report that they often must act to integrate funding across the resource 
owners in NNSA. In many cases, sites are unable to focus resources on the enterprise’s priorities 
because the budget and reporting lines are too detailed and they do not have the ability to move 
resources to where they are needed to meet those priorities; headquarters program managers will 
penalize them if they try or it may require a Congressional reprogramming. For example, one site 
was provided all the funding needed for a task within Directed Stockpile Work, but tbe site 
received only 75 percent of the funding needed to meet that task’s associated security 
requirements. Indeed, in the case of Directed Stockpile Work, NNSA has some 1,000 budget 


National Academy of Public Administration, Positioning DOE's Lab's for the Future: A Review of DOE'S 
Management of Oversight of the h/ational Laboratories (Washington, DC; National Academy of Public 
Administration, 2013). 

The site-specific impact of this is highlighted by other sources. “The budgetary controls that have led to the 
creation of thousands of ‘funding buckets’ significantly reduce the labs’ flexibility; creates excessive 
administrative costs and burdensome reporting requirements; and impedes mission accomplishment.” Ibid., 27; 
.see also National Research Council, Managingfor High-Quality Science and Engineering at the NNSA National 
Security Laboratories (Washington, DC: The National Academies Press, 2013), 4. 
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reporting lines. Budgetary inconsistencies such as this lead to substantial delays and undermine 
efficient mission execution. 

An example of the implications for program execution are illustrated in Figure 1. In FY13, 
B61-12 LEP work at Sandia was funded by more than twenty NNSA funding sources. Control 
of this funding is spread over numerous headquarters offices, and every budget category has 
several headquarters proponents involved in every decision related to that specific category. 
Managing funding at this level of detail creates major coordination demands: given the lead 
times associated with government budget cycles, the integration of resources across budget 
categories needs to be planned and allocated about a year in advance, and continual adjustments 
are necessary to integrate program needs and funding throughout program execution. 

F. Insufficient Authorities for Warhead Life Extension Program Managers 

In effective organizations, the program manager controls the funds and staffs necessary to 
deliver on program commitments safely, on-time, on-cost, and in an environmentally responsible 
fashion. The program manager is accountable. The role of the mission-support staffs is to 
provide the support to line managers needed to assure that this is done. This mode! is not in plaee 
today within the NNSA. Warhead life extension program managers lack authorities and resource 
control; they serve as weak coordinators with no direct authority over the resources or personnel 
necessary to execute their programs. 

Consider, for example, the question of who has responsibility for the B61 Life Extension 
Program (LEP). At the technical level, there is a well-defined set of responsibilities and 
accountability for managing individual LEPs, and a well-defined process — the 6.X process — that 
guides LEP development and production: 

• The director of the laboratory responsible for the B61 physics package, in this case Los 
Alamos, is responsible for managing activities to generate engineering design 
information for the nuclear explosive package. This involves close coordination with Y- 
12 for secondary design and subsequent delivery to Pantex. 

• The Director of Sandia is responsible for managing the non-nuclear component design, 
development, and testing and for integrating the nuclear explosive package and non- 
nuclear components into the bomb. This involves close coordination with component 
production activity at Sandia and Kansas City, and delivery of data and products to 
Pantex for assembly. For the B61 LEP, Sandia is also responsible for technically 
integrating the bomb with the DOD-provided bomb tail-kit assembly. 
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The shortfall in the current system is that there is no overall program manager to 
synchronize the full range of needed work across all the involved sites. The program manager 
must have the authority, staff, and resources necessary not only to ensure the labs and plants 
engage productively on the technical work, but also to ensure needed facility investments and 
ES&H approvals and permits are in place; and to re-allocate resources across activities and sites 
to keep a program moving. Whereas in a program-driven budget structure, the bulk of funding 
would flow through the responsible program offices, in NNSA a high proportion of funding 
control rests in mission support areas, each with a set of responsible managers and proponents 
whose objectives may not be aligned with those of the program manager.^^ As a result of the 
detailed budget allocations and dispersed control, program managers lack needed authority and 
mission-support staffs have substantial influence over resource decisions, independent of the line 
program managers. Execution requires program managers and field personnel to spend an 
inordinate amount of time negotiating transfers among NNSA stakeholders or to seek 
reprogramming authority from Congress. Lacking an empowered and accountable program 
manager, customers cannot have confidence in proposed plans or the ability to execute according 
to the plan. 

G. Absence of Trusted Cost and Resource Analysis 

A capability for independent cost estimates for major acquisition programs, coupled with a 
disciplined cost reporting system, is essential to effective program scoping and initiation, 
resource planning, source selection, and contract oversight and management. NNSA lacks 
expertise, data, and tools for independent costing, requirements evaluation, and program 
planning. Initial cost estimates for major NNSA programs have been found to be off not by 
20-30 percent but by factors of nearly two to six: 

• B61 LEP: An initial estimate (2010) assumed that the cost would be comparable to that 
of the W76 LEP in the range of $4 billion. However, lab experts, when engaged by 
NNSA, concluded that the B61 LEP would be much more complex than the W76. 

When the final B61 LEP cost report was completed, the estimate rose to $8 billion. 
DOD’s Cost Assessment and Program Evaluation (CAPE) reviewed the program; it 
estimates the cost at over $10 billion. This estimate reflects still-unresolved differences 
between CAPE and NNSA on the timeline for LEP completion. 

• Los Alamos plutonium facility (the Chemistry and Metallurgy Research Replacement, 
or CMRR): An initial estimate (2005) placed the ceiling at $975 million; by 2010 this 


For example, in the 2015 Budget Request the bulk of weapons activities funding can be found in three major 
categories (Directed Stockpile Work ($2.7 billion). Campaigns ($1,7 billion). Readiness in Technical Base and 
Facilities ($2.4 biliion)). 
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ceiling had risen to $5.8 billion, with a three to seven year delay. Now, the project is 
being deferred five years, and the design is being reconsidered. 

• Y-12 highly enriched uranium processing facility (UPF): An initial estimate (2004) 
placed the maximum at $1.1 billion; this was raised to $3.5 billion (2007), and then to 
$6.5 billion (2010). An independent review by the Army Corps of Engineers placed the 
maximum cost at $7.5 billion (201 1). Recently discovered design flaws (the ceiling is 
too low) add an additional $0.5 billion. Now, the project is being delayed and the design 
is being reconsidered. 

• Savannah River plutonium disposition facility (the Mixed-Oxide Fuel Fabrication 
Facility, or MOX): DOE approved a cost estimate of $4.8 billion (2007) and start of 
operations in September 2016. Although construction began in August 2007, NNSA 
subsequently increased the estimate to $7.7 billion (2012) with the start of operations 
delayed to November 2019. Now the project is in a strategic pause as DOE evaluates 
other options for plutonium disposition. 

NNSA’s poor track record of planning for and estimating the costs of these and other major 
projects is a major source of dissatisfaction among the national leadership and customers, and 
further undermines NNSA’s credibility. Both NNSA and DOE are engaged in initiatives to 
create needed independent cost estimating capabilities, including the development of the 
requisite staffs, tools, and data. Success with these initiatives will help repair its damaged 
credibility, and will be an essential precondition for NNSA to regain trust with its critics. 

H. Absence of Proven Practices for Project Management 

Proven practices for project management have not been adopted. Program and project 
management is not supported at the staffing and funding levels that the private sector and other 
agencies have demonstrated are necessary to assure success, especially in the field, for the 
duration of major projects. Funding levels for reserves and contingencies are not even close to 
levels that have been demonstrated as necessary for major projects, especially recognizing the 
unique technical nature of many of the NNSA’s projects. When projects or programs proceed 
from design stages to production stages, there is not adequate configuration control of designs 
and too many unnecessary subsequent changes are allowed. 

The management practices for infrastructure upgrades and major facilities construction are 
also problematic. DOE’s guidance for such projects is contained in DOE Order 413, which aligns 
with the management practices prescribed in OMB Circular A-11 for Capital Acquisition 
projects.^'* However, Order 413 is offered and viewed as guidance and not as required practice. 


Office of Management and Budget (OMB), Preparation, Submission, and Execution of the Budget, Circular A- 
1 1 (Washington, DC: Executive Office of the President, July 2013) 
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so adherence and enforcement are weak. For instance, rigorous planning processes at the front 
end of a project, such as Analyses of Alternatives, are lacking. Circular A-1 1 covers everything 
from roles and functions to legal framework to the actual transmission of White House policy in 
the budgeting process. OMB requires agencies to establish a disciplined capital programming 
process that addresses project prioritization between new assets and maintenance of existing 
assets; risk management and cost estimating to improve the accuracy of cost, schedule and 
performance provided to management; and the other difficult challenges posed by asset 
management and acquisition. In establishing its Acquisition and Project Management Office, 
NNSA is trying to bring such discipline to NNSA project management. 

I. Shortfalls in Facilities and Infrastructure Modernization 

The enterprise is failing to plan for, fund, and execute required nuclear facilities and 
infrastructure modernization. Aside from the needed capital investments in major nuclear 
facilities, touched on in the preceding section, there is an ongoing need to maintain, upgrade, and 
modernize facilities across the operational sites. The enterprise comprises: 2,160 square miles 
(including 8,000,000 feet of fencing and 2,540 total lane miles of paved road) — roughly the size 
of Delaware. It includes approximately 3,800 facilities. About 54 percent are over forty years 
old, 29 percent are over sixty years old, and 12 percent are no longer in use. 

While customers of the enterprise widely recognize the need to recapitalize the enterprise’s 
equipment and facilities, investments in infrastructure do not receive the same priority as 
program work. The enterprise’s deferred maintenance, along with long-delayed capital 
construction projects, are looming problems. Current estimates place immediate deferred 
maintenance requirements at $3.5 billion. Throughout the enterprise, the panel heard evidence of 
failing infrastructure, lack of sufficient funding, and no clear path forward. Examples include 

• the Microelectronics Lab (tool failure leads to risks in the LEP/Alteration schedule and 
cost); 

• Tonopah Test Range (equipment issues and potential failure pose a risk to the B61-12 
schedule and cost); 

• Weapons Evaluation Test Laboratory (centrifuge failure risks impact on surveillance 
program); and 

• the Perimeter Intrusion Detection and Assessment System (PIDAS) at Pantex needs 
updating. (Effective security at Pantex is essential for all stoekpile work.) 


The current plan is estimated to cost about $350 million, which would replace and modernize PIDAS in Zones 4 
and 12. Pantex’s original plan called for an option costing $1 billion or more, but they modified the design and 
.substantially lowered the cost. 
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One root problem is a lack of a capital budgeting process for systematically planning and 
funding investments within NNSA. No successful U.S. private sector company would seek to 
operate without a capital budgeting process. A second problem is the unreliability of NNSA cost 
estimates, as discussed previously. One workaround used for modernizing infrastructure that 
DOE/NNSA might consider more often is private, third-party financing for new facilities that are 
operated under long-term leases. This approach was employed to acquire the new production 
facility for the Kansas City Plant and two new office buildings at the Y-12 site. 

J. Poor Communications 

NNSA’s leadership is not communicating effectively — with national leaders, its customers, 
or internally. Among staffers and Members of Congress, NNSA has lost credibility, undermining 
efforts to provide a coherent enterprise-wide message. Staffers choose to,or are driven to, engage 
a number of sources throughout the enterprise to obtain accurate information about programs and 
issues; they have cited a need to always pull, because there is no effort by the NNSA to push 
requisite information. They also indicate that the story is often inconsistent from one source to 
the next. Staff members in the Executive Branch shared similar concerns. In addition, 
interlocutors on Capitol Hill and inside DOE indicated that leaders in the field, including M&O 
leadership, have engaged directly with Members of Congress, without coordination with 
headquarters. Staffers and Members also indicate they have been surprised during formal 
hearings with new information about cost projections and budget requirements. 

Within the NNSA, there is clear evidence of communication gaps, both upward and 
(especially) downward. People in the field spoke of the length of time required to obtain an 
answer from headquarters. Headquarters staffs spoke of difficulties caused when field staff have 
not shared information or have circumvented headquarters with needed information. Such poor 
communication up and down the chain is contrary to benchmarking examples in which well-run 
organizations highlight the importance of quickly reporting bad news to higher authorities, 
without running the risk of retribution. High performing organizations enforce discipline in 
effective communications; if there is a penalty, it occurs when a subordinate fails to report bad 
news. 

Customers spoke of needing to go directly to field staff to obtain answers on program status 
instead of hearing it from NNSA headquarters, and field personnel spoke of needing to hear 
about requirements directly from customers instead of from headquarters. Field staff also noted 
instances when headquarters reached down to the working level, circumventing the field 
managers, to provide instruction on what it wanted done, with little regard or appreciation for the 
implications that such direction would have for the overall program. 

For the enterprise workforce, there is a need to clearly communicate mission and 
objectives, to include how enterprise missions are knit together around a central nexus of 
national security. A recent in-person visit by a key NNSA leader to a number of field sites was 
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described as the first time in many years any leader of such stature had made time to visit 
worksites and talk to rank-and-file workers. 
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4. Dysfunctional Relationship between Government and 
Management and Operating (M&O) Partners 


Strong industrial and academic partners and a healthy working relationship are vital to the 
success of the nuclear security enterprise. There is eoncem across the NNSA complex that the 
needed relationships have eroded over the years, and have become more of an arm’s length 
contracting relationship than the needed partnership. 

In effective organizations, the government sponsor decides what is needed and the M&O 
partner, in particular the Federally Funded Research and Development Center, decides how to 
meet that need. This theory of respective roles and responsibilities is summarized in Table 3. Put 
in the simplest terms, the government should identify the work to be done; identify the best 
performer to do the work; provide adequate resources; and hold the performer accountable. 
Under this construct, a competent M&O partner is relied upon to provide the expertise, corporate 
culture and leadership sufficient to execute the work, and meet the government’s operating 
standards. 

Changes in mission priorities, performance expectations, and cultures have worked to erode 
the partnership between the government and its M&O contractors established during the Cold 
War. After the Berlin Wall fell on November 9, 1989, mission priorities underwent major 
transformation, while in parallel the nation’s demands in the areas of environmental 
management, workplace health and safety, and security grew significantly.® Two actions that 
profoundly affected the nuclear enterprise were President George H.W. Bush’s decisions in 1992 
to stop producing new nuclear weapons and to suspend underground nuclear testing. These 
actions ceased the well-established weapons complex product delivery cycle of design-test-build 
that had organized work throughout the Cold War. In the early 1990s, the DOE identified 
Science Based Stockpile Stewardship as the strategy for sustaining the reliability and safety of 
the nuclear warheads, while simultaneously sustaining weapons research and development 
through investments in key stewardship capabilities, including advanced computing, fusion 


In response to growing public concern over environmental hazards and nuclear safety (Three Mile Island 
occurred in March, 1979; Chernobyl occurred in April, 1986), significant actions were taken to tighten the 
regulation of weapons complex facilities and operations. Congress established the Defense Nuclear Facilities 
Safety Board (DNFSB) in 1988. The board was created to provide an independent observer and advisor on 
nuclear facilities safety. Admiral James Watkins became the Secretary of Energy in March 1989. In June of 
that year, Watkins announced the Ten-Point Plan to strengthen environmental protection and waste management 
activities at the U. S. Department of Energy's production, research, and testing facilities. Included in the plan 
was the creation of “Tiger Teams” to identify possible environment problems and violations across the DOE 
complex. Watkins also modified contracts to provide stronger incentives to address ES&H matters. On 
November 9, 1989, Watkins established the Office of Environmental Re.storation and Waste Management. The 
joint FBI-EPA raid on the Rocky Flats plutonium facility in June of that year was perhaps the most publicly 
visible demonstration of the shift in focus. 
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research, materials properties research, and non-nuclear component testing. But the weapons 
production complex was allowed to deteriorate to the point where today’s NNSA is carrying out 
warhead life extension work at facilities that were commissioned shortly after the Manhattan 
project. 


Table 3. Roles and Responsibilities 


Government 


Selects M&Os 

Assigns tasks; Sets standards 

- Mission deliverables 

- Operating standards for ES&H, Security, 
other functions 

Provides resources 

Accepts deliverables 

- Also, validates practices are consistent 
with operating standards 

Holds M&O accountable 

- Incentives: fee, contract extension, future 
tasks and resources assigned 

Acts as landlord 

- Provides for the weapons complex 
facilities and infrastructure 

- Holds permits and owns the associated 
facilities and infrastructure risks 

Ultimately owns the overall risk 


M&O Partner 


Provides for management and capabilities 
for executing national security enterprise 
tasks 

Advises government sponsors in the areas of 
its expertise 

Applies corporate leadership, culture, 
processes, and discipline to ensure efficient 
operations 

- Validates that corporate management 
practices meet functional standards 
(ES&H, Security, Finance, Human Capital, 
etc.) 

Executes tasks and delivers 

- Science, Engineering, Manufacturing 
Stands accountable for performance and 
designated operational risks 


The changes in mission priorities from design and production to stewardship, and 
heightened regulatory oversight, overturned accepted priorities within the nuclear weapons 
program and radically altered the well-understood relationships between line managers and 
mission-support functions within the government as well as between the government and the 
M&O contractors. In the view of one long-tenured laboratory leader; “Historically the Job was to 
accompli.sh the mission safely and securely. Beginning with Secretary Watkins’ Tiger Teams, 
the job began to change to ‘Make sure nothing bad ever happens’ — ^with little regard to the 
ability to accomplish NNSA’s missions.” 

The resulting tension in defining the roles of the M&O contractors and the Federal mission- 
support officials has created significant friction in the government-M&O relationships, 
especially at the laboratories. This friction has been exacerbated by the more recent transition to 
for-profit M&O contractors at the laboratories, leading to a heightened, if incorrect, perception 
on the part of Federal personnel that the M&Os are driven by profit first and national service 
second. As a result, DOE/NNSA has increasingly moved toward detailed direction and 
regulation of the M&Os. 
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A 2012 National Resource Council of the National Academies study concluded there is 
little trust in the relationship between the laboratories and NNSA. NNSA has lost confidence in 
the ability of the laboratories to “maintain operation goals such as safety, security, environmental 
responsibility and fiscal integrity.”^’ The panel finds that this lack of trust is manifested in three 
ways: NNSA’s use of increasingly inflexible budgets and milestones to control work at the 
operating sites, the continued reliance on transactional regulation and oversight to enforce 
behavior, and the exclusion of M&O executives from NNSA headquarters deliberations in 
setting strategic direction. This management approach is costly, unwieldy, and counterproductive 
as further discussed in sub-section D. It creates a high degree of management complexity, puts 
detailed decisions in the hands of headquarters personnel who lack a complete understanding of 
field operations or technical requirements, undermines accountability, creates incentives to focus 
attention on administrative matters over program substance, and incurs excessive costs in 
administering the relationship. 

A, Breakdown of the Federally Funded Research and Development Center 
(FFRDC) Model 

The FFRDC model for the NNSA labs has been lost. Historically, the Federally Funded 
Research and Development Centers — the laboratories — have played a key strategic role as 
trusted advisors in informing the government regarding effective execution of the mission. The 
historic, statutorily-defined relationship between the FFRDC and its sponsor includes^* 

• Comprehensive knowledge of sponsor needs — the mission, culture, expertise, and 
institutional memory regarding issues of enduring concern to the sponsor 

• Adaptability — the ability to respond to emerging needs of their sponsors and anticipate 
future critical issues 

• Objectivity — the ability to produce thorough, independent analyses to address complex 
technical and analytical problems 

• Freedom from conflicts of interest and dedication to the public interest — independence 
from commercial, shareholder, political, or other associations 

• Long-term continuity — uninterrupted, consistent support based on a continuing 
relationship 


National Research Council, Managingfor High-Quality Science and Engineering at the NNSA National 
Security Laboratories, 5, 

Source: Defense Acquisition University. 
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• Broad access to sensitive government and commercial proprietary information — 
absence of institutional interests that could lead to misuse of information or cause 
contractor reluctance to provide such information 

• Quick response capability— the ability to offer short-term assistance to help sponsors 
meet urgent and high-priority requirements 

The benefit is that an FFRDC can function as an independent, trusted advisor and honest broker. 
The FFRDC is answerable only to the government customer and has no vested interest in 
particular technologies or solutions. 

The transition to for-profit contractors, combined with laboratory competition to increase 
their work for other agencies, has called into question the assumptions regarding their objectivity 
and the primacy of the public interest in their operations. Consequently, the FFRDC role has 
increasingly been replaced by one whereby the laboratories are perceived as contractors rather 
than as partners who are relied upon to help resolve issues and successfully deliver the mission. 
Laboratory Directors expressed their central challenge as the lack of any forum for strategic 
dialogue between NNSA leadership and their labs.^’ Indeed, one executive reported that his team 
learned about the site’s FY14 budget through the trade press, rather than from NNSA 
headquarters. 

B. Blurred Responsibility for Risk 

Ambiguous relationships blur the responsibility for risk at the operating sites. The pane! 
finds that the respective roles and responsibilities of the government and M&O contractors are 
not consistently and clearly stated or understood. Rather, they are unique to each site and 
evidently have emerged over time from the cumulative interactions of government and M&O 
personnel. Indeed, the panel has been told many times that the relationships between the M&Os 
and government personnel can vary from site to site and from issue to issue, depending largely 
on the personalities involved. While a certain degree of difference across sites is understandable, 
there is a need for leadership to impose consistent policies and procedures across the enterprise. 
The panel recognizes that NNSA’s new Infrastructure and Operations Office is trying to achieve 
greater consistency in procedures across the enterprise, but its integration with other policy and 
program offices remains unclear. 

Ambiguity is pronounced when it comes to the fundamental question, “Who owns the 
risk?” In the case of the Kansas City Plant, for example, the Field Office and Plant manager 


The laboratory leadership views were expressed in the “Tri-Lab Letter,” which provides their characterization 
of the degraded relationship and recommended changes. See Penrose C Albright, Charles F. McMillan, and 
Paul J. Hommert, “The Model for the National Nuclear Security Administration and its Laboratories: 
Recommendations for Moving Forward” (April 17, 2012). 
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stated unequivocally that they co-owned the risk. At the Savannah River Site, the contractor has 
taken ownership of the risk and conducts routine internal management reviews to find the right 
balance in the operation of its activities. Generally, multiple individuals in the government and 
the M&O contractor will lay claim to owning the risk, but the sense of responsibility and 
explanations differ from site to site. Additionally, there is no mechanism for integrated decision 
making with respect to enterprise-wide risks. 

C. Costly and Ineffective Transactional Oversight 

Transactional oversight is expensive and counterproductive.^® From the perspective of the 
field looking up at headquarters, the effect of NNSA’s ever-changing organizational structure is 
layered oversight, created by the rise of unaligned and confiising mission-support staffs. The 
operating entities of the enterprise face a phalanx of oversight agencies, exacerbated in part by 
the flawed DOE/NNSA governance structure discussed earlier. The result is uncoordinated 
efforts to address the mission’s safety and security and environmental stewardship without 
regard to effectiveness, cost, schedule, risk, or mission impact. In turn, the view from 
headquarters looking down to the field shows a complex, dispersed set of sites, each with its own 
constituencies and agendas. Its current configuration raises the inevitable question: what is the 
appropriate future organizational structure (to include infrastructure capacity) for the enterprise? 

Excessive and uncoordinated inspections, audits and data calls fuel inefficiencies and 
generate little value added; in fact, they may detract from the desired safety or security outcome. 
Under the current system, elements in the field are subject to review of their programs by Federal 
Field Office staffs; NNSA functional staffs; DOE’s Health, Safety, and Security office; the DOE 
Inspector General; the DNFSB; and OSHA. At Sandia in FY13, for example, there were seventy- 
eight external audits. There also were four Work for Others (WFO) external audits conducted 
with overlapping scopes. In FY12, there were eighteen reports by the Government 
Accountability Office or DOE Inspector General; in FY13 the number rose to twenty-nine. This 
is in addition to approximately thirty internal audits. At Y-12, the Uranium Processing Facility 
project averages three external reviews per month. These audits, reviews and assessments all 
consume time and energy to prepare for, conduct, and then follow up on any actions. 

When asked why a person holding line responsibility can’t say no to these external reviews, 
the reply was “many of these are mandated by Congress, so we cannot push back. There is no 


A.S described by one former laboratory director, “Transactional oversight entails setting precise steps to be 
followed and examining implementation of each step with more than 100 Federal employees at each site and 
hundreds of external audits annually. By its very nature, this process is extremely conservative, risk-averse, and 
avoids appropriate cost-benefit considerations.” George H. Miller, Director Emeritus, Lawrence Livermore 
National Laboratory, “Opening Remarks and Summary,” Hearing of the Armed Services Committee Strategic 
Forces Subcommittee, U.S. House of Representatives (February 16, 2012), 2, accessed April 3, 2014, 
httt)://armedscrvices.house.gov/index.cfmyfiles/serve?Filc id=619fft)8Q-e877-43f6-918f-66be678cf721 . 
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gatekeeper of these reviews.” There are also multiple and duplicative inspections and data calls. 
This multiplicity of inspectors and overseers is not rationalized or synchronized. There is 
insufficient integration of findings to determine the overall impact on mission or risk acceptance. 

Witnesses note that the focus on compliance checklists can actually divert attention from 
the substance of safe and secure mission performance. The Y-12 security incident illustrates this 
problem. In this case, the security contractor was highly rated by DOE just prior to the incident 
in which an octogenarian nun and several activists penetrated the security barrier. The contractor 
had met the compliance criteria, but that did not ensure the facility was secure, and long-standing 
complacency regarding false and nuisance security alarms along the perimeter fencing led to 
what can at best be described as a poor response. A major security review had been undertaken 
shortly before this incident, yielding a clean bill of health at the site. In the case of the Uranium 
Processing Facility (again at Y-12), none of the many external reviews uncovered a major design 
flaw (the building height is too low to accommodate needed equipment), which is now being 
fixed. Hence, multiple layers of process cannot ensure zero risk and high confidence in mission 
performance. Indeed, such activities can generate late changes in requirements that are costly and 
excessive. In another case, the panel was told of a requirement that LLNL purchase large safes 
to store small arms (22 caliber) ammunition, but these were then located within a vaulted space 
where tens of kilograms of high explosives were handled routinely, which would appear to be an 
illogical decision. 

Evidence of the high costs of transactional regulation and oversight is provided by the gains 
achieved from the successful reform of regulation at the Kansas City Plant. Beginning in 2005, 
DOE exempted the Kansas City Plant from DOE orders in areas where there were relevant 
commercial or industrial standards. The reforms moved the Kansas City Plant under industrial 
best practice standards (e.g.. International Organization for Standardization (ISO) standards) 
with validation from external expert bodies. Kansas City Plant officials estimate that this 
initiative reduced the DOE-specific regulatory requirements on the facility by about 55 percent. 
These changes, coupled with internal business process improvements, have generated steady 
increases in workplace performance along with reduced mission-support costs. The plant reports 
that its safety record has improved under the reformed regulatory regime, and is about six times 
better than U.S. industry averages.^' A 2008 independent audit following the reforms estimated 


In 2012, the total reportable cases of workplace injuries for the Kansas City Plant were .4, for the weapons 
complex .9, and for U.S. industry 2.4. (Total reportable case rate = cases per 100 full-time employee work 
years (200,000 work hours)). 
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an overall personnel savings of about 12 percent.’^ In parallel, the NNSA site office was able to 
reduce its staff by 20 percent, from fifty to forty staff. 

An internal NNSA Enterprise Re-Engineering Team concluded that the “Kansas City 
model” of relying on applicable industrial standards could be much more widely applied for non- 
nuclear functions within the enterprise, and targeted an initial expansion for Sandia and the 
Nevada National Security Site. However, initiatives to adopt elements of the “Kansas City 
model” at these sites have thus far been denied by DOE/NNSA headquarters staff. Nonetheless, 
this remains a significant governance reform opportunity. 

D. Misguided Contract Incentives 

Contract incentives reinforce the transactional nature of the relationship and undermine the 
FFRDC partnership with the NNSA laboratories. Significant award fees combined with mission- 
support-oriented performance evaluation criteria are troublesome in that they reinforce 
DOE/NNSA’s emphasis both at headquarters and in the field on functional compliance and not 
mission performance. 

Contractual arrangements also can limit the contributions of the M&O contractor parent 
organizations. At some sites, the parent organization is exerting a strong influence: the Kansas 
City Plant offers an example in which the parent company is aggressively driving a proven 
corporate culture into the workplace. However, several issues that have hindered the broader 
realization of these objectives need to be considered in clarifying future roles: First, in the 
limited liability corporation (LLC) model, the winning team brings an executive management 
team to the role of the M&O contract, but the existing workforce stays in place to perform the 
work while the senior executives come from and frequently rotate back to their parent companies 
after a few years. The LLC teaming approach can limit the influence of corporate culture if there 
is no dominant culture within the multi-company construct. Second, fully exploiting reach-back 
to the large parent companies that comprise the LLC, a purported benefit of the LLC contracting 
approach, frequently cannot be pursued due to conflicts of interest or restrictions embedded in 
the contract itself. At the same time, even without contract constraints, there is limited evidence 
of LLC partners exploiting their corporate reach-back potential to improve operations at the sites. 
Third, the ability of an LLC partner to contribute its culture and practices is contingent on how 
closely its core competencies parallel the needs of the laboratory or production plant. Industrial 
best practices and the business of large contractors often do not translate into the operations of a 
national weapons laboratory. 


J.W. Bibler and Associates, “Kansas City Site Office Oversight Plan: Assessment of Implementation Cost 
Savings” (January 2008). More recently, the plant management reported to the panel that the headcount of 
ES&H specialists in the M&O was reduced by 81 percent (between 1995 and 2012) 
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Last, and most important, performance evaluation criteria that focus incentives on 
compliance do little to encourage building a strong M&O leadership team. The recent transition 
to Strategic Performance Evaluation Plans could help catalyze the shift away from transactional 
oversight, but this transition will require a sweeping cultural change at NNSA and its Field 
Offices and a redesign of the weighting of the performance objectives to better capture M&O 
contributions to mission priorities. 

It is clear that the recent acting NNSA Administrator recognized the problems with the 
government-M&O relationships. He has been working to clarify roles and responsibilities, 
focusing on the relationships among the NNSA Administrator, the Field Office Managers, and 
the M&O executives. In the field, there is evidence of improved communication and 
collaboration between the M&Os and the NNSA Field Offices, especially at the plants. They 
have demonstrated a willingness to share information and otherwise communicate and 
collaborate, embracing the concept that they are a team ultimately working toward the same 
purpose. Much more attention to clarifying and managing these relationships will be needed. 
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5. Insufficient Collaboration with Customers 


The panel examined the relationships between NNSA and weapons customers in DOD, as 
well as other customers in DOD, Department of State, Department of Homeland Security, and 
the Intelligence Community. The most serious collaboration issues are with the DOD weapons 
customers. On the whole, other customers who currently are working with the NNSA 
laboratories and plants say they are satisfied. Even here, however, detailed oversight of 
transactions impedes partnerships; a more strategic collaborative approach could strengthen 
capabilities and improve the services provided. 

Collaboration between NNSA and the weapons customers in DOD occurs primarily 
through the Joint DOD-DOE/NNSA Nuclear Weapons Council, its subordinate Standing and 
Safety Committee and staff “action officer” working groups, as well as through the Project 
Officer Groups responsible for each type of nuclear weapon in the inventory,” These are 
deliberative or advisory bodies with no formal decision-making authority. 

The DOE/NNSA-DOD relationship has been significantly stressed over the past several 
years, due largely to failed attempts to converge on a plan for modernizing nuclear weapons and 
nuclear facilities. Within the past two years, at the behest of the Chairman of the Nuclear 
Weapons Council and under the leadership of U.S, Strategic Command, the DOD has produced 
the “3+2 Strategy,” outlining DOD’s warhead and delivery platform needs over the next three 
decades and the NNSA infrastructure required to support DOD’s needs.” The Nuclear Weapons 
Council has vetted and endorsed the conceptual underpinnings of this approach, but agreement 
on the details remains elusive within DOD as well as between NNSA and DOD. Furthermore, it 
is important to note that the agreement on the conceptual underpinnings does not dictate 
decisions in the budget processes of the two departments. 

The stress in the DOE/NNSA-DOD relationship reflects the ongoing give-and-take in 
determining an affordable mix of programs for modernizing delivery platforms, nuclear 
weapons, and nuclear infrastructure and for synchronizing the delivery of these capabilities over 


The USD(AT&L) is the chairman of the Nuclear Weapons Council. The other four members arc: Vice 
Chairman, Joint Chiefs of Staff, Undersecretary of Defense (Policy), Commander, USSTRATCOM, and Under 
Secretary for Nuclear Security of the Department of Energy (Administrator, NNSA). The Services and other 
staffs are invited to participate as observers. 

“3+2” is a concept that outlines the types and timing for the warheads required in the stockpile over the next 
three decades, in accordance with current policy guidance. It seeks to synchronize the necessary life-extension 
programs with the planned delivery platform recapitalization efforts. It also seeks to describe the reduction of 
warhead types via consolidation and retirements thereby making the management of the stockpile more 
efficient. The concept, if and when it is fully realized, will narrow the number of warhead types to “3” for 
ballistic missile delivery systems and “2” for air-delivered delivery systems. 
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the coming decades. The efforts to converge on the needed plan will continue: statements in the 
DOD’s FY15 budget submission and in the Quadrennial Defense Review describe the DOD 
commitment to invest in modernizing its delivery platforms, nuclear weapons, and supporting 
infrastructure “in collaboration with the Department of Energy.”^^ Many DOD witnesses have 
expressed frustration with the lack of progress, and have suggested to the panel that the Nuclear 
Weapons Council mechanism should be strengthened to drive the needed convergence between 
DOD and DOE/NNSA on mission priorities and resource plans. Other witnesses have countered 
that these mechanisms work well for their intended purposes. 

While there is commitment to progress among all parties, several specific issues remain to 
be addressed. 

A. Lack of Effective Joint Planning and Budget Coordination 

Although there is currently some agreement between DOD and DOE/NNSA on the long- 
term concept for modernizing the stockpile, they have not converged on a long-term resource 
plan, nor have they converged on near-term mission and budget priorities. There remain 
fundamental differences in views on the appropriate composition of the weapon life extension 
program and the timing of deliverables. Additionally, coordination suffers from the departments’ 
differing resource management systems, the lack of joint program reviews, and the lack of 
coordination in the timing of their budget submissions. Lastly, their coordination 
mechanism — the Nuclear Weapons Council — lacks enforcement authority for the agreements 
reached within its deliberations. 

There are also significant process issues that need to be addressed. The Nuclear Weapons 
Council process has been unable to achieve the integrated teamwork and staffing required before 
deeisions are prepared for Council meetings, despite many attempts at establishing disciplined 
staff processes and follow up. Representatives of customer organizations designated to facilitate 
communication with the NNSA testify that they often are unable to obtain consistent answers 
from their NNSA counterparts, prior to briefings at the Nuclear Weapons Council. 

B. Lack of Information-Sharing and Trust 

NNSA’s unreliable planning and cost estimating, combined with its lack of openness, has 
engendered significant distrust within the DOD. Beginning in 2010, the DOD has worked with 
DOE/NNSA to transfer funds from DOD’s proposed budget to the NNSA account for weapons 
activities essential for sustaining deterrence capabilities — including LEPs, stockpile surveillance. 
Chemical and Metallurgy Research Replacement (CMRR), and UPF. 


DOD, 2014 Quadrennial Defense Review, p. 32. 
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NNSA and DOD staffs spent much of 2012 working to achieve a common resource plan for 
the enterprise that would be geared to meeting DOD’s needs. This effort led to a tentative 
agreement in early 2013 on an NNSA program and budget that would be in line with the “3+2 
Strategy,” and DOD agreed to contribute additional funding to execute the program in FY14. In 
total, DOD has agreed to transfers of nearly $12 billion over multiple years in budget authority to 
DOE. 

During this period, a scries of NNSA budget shortfalls were reported. These resulted most 
significantly from significant cost growth in the DOE programs. Other contributing factors 
included reductions in the overall NNSA budget — due to Continuing Resolutions, congressional 
marks, the Budget Control Act, and the effects of sequestration. 

DOD has been frustrated by these continuing shortfalls, delays in agreed-upon programs, 
and requests for additional funding. DOD officials also have been frustrated by the limited 
budget and cost information provided by DOE/NNSA, and they have pressed for information on 
budgeting and program management processes in order to track the execution of the transferred 
funds. A satisfactory degree of visibility has not been achieved. Although these transfers were 
included in the President’s Budget, visibility of the funds was lost during the Congressional 
appropriations process. It appears the net effect of the transfer is that DOE budgets have 
increased by less than the amount by which DOD budgets have decreased. 

The cycle of DOD-NNSA engagement continues through the Nuclear Weapons Council, 
with additional attempts to reach convergence on realistic program and infrastructure plans that 
can guide NNSA budgets. There remain significant procedural issues that will need to be 
resolved to repair this relationship. Considerable work remains to be done: the Nuclear Weapons 
Council has a central role to play in creating an executable plan for the future stockpile agreed on 
by the two departments. This responsibility will require an orderly process for the Nuclear 
Weapons Council’s working groups to serve its principals and greater transparency between the 
two departments. 

C. Unnecessarily Complex Processes for Interagency Work 

Beyond DOD, the enterprise has many other customers from across the government, such 
as the Intelligence Community, Department of State, and the Department of Homeland Security, 
who make use of the organic science and technology (S&T) capabilities of the NNSA’s national 
security laboratories. The customer provides the funds needed to accomplish a mutually agreed 
program of work on an agreed schedule. This program has been called Work for Others (WFO) 
and is transitioning to a new name, Interageney Work (IW). The growth in IW demonstrates that 
the three NNSA laboratories have transitioned from strictly nuclear weapons labs to nuclear 
national security labs, as reflected in the Strategic Posture Commission Report. 

While the descriptions of Interagency Work convey the impression that this work is done 
on the margin, or is an ancillary duty for operational sites, this work in fact has become essential 
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to the enduring science and technology base that supports the weapons program. Conversely, this 
important work would not be possible without the long-standing and substantial investments of 
the nuclear weapons program. As the three lab directors argued in their April 2012 letter on 
governance issues, the IW is “an essential element” in sustaining the nuclear weapons mission 
because it helps attract high-quality personnel, keeps them scientifically sharp, and helps provide 
stability for the enterprise. The IW efforts have yielded breakthrough developments in 
combatting improvised explosive devices, weapons of mass destruction (WMD) detection 
technologies, and advanced conventional munitions. IW has also served to nurture and hone 
capabilities synergistic to the weapons program in areas such as weapons design, materials 
science and radiation hardening technologies to enhance survivability. These contributions to 
national security technology are also important for hiring and developing needed talent. 

In the main, these other customers are pleased with the quality of science and engineering, 
and the final product, they receive from the enterprise. The 2010 establishment of the Mission 
Executive Council (MEC), via four-party Governance Charter by the Secretaries of Energy, 
Defense, Homeland Security, and the Director of National Intelligence, is intended to facilitate 
interagency collaboration on long-term planning and investment in the enterprise’s skillsets. The 
MEC provides a forum for coordinating shared, long-term planning for the critical, and often 
unique, capabilities resident in the DOE National Laboratories (not just NNSA laboratories) that 
are of cross-cutting strategic national security interest. The MEC, however, has not yet fulfilled 
its promise to (I) identify unique capabilities at the laboratories that are at risk as a result of 
reduced support to the weapons programs, and (2) formulate a multi-agency strategic plan to 
sustain those capabilities so that they are available when DOD and other agencies need them in 
advancing the nation’s security. 

Given the overall success of the interagency projects, the panel did not focus deeply on the 
enterprise’s relationships with its interagency customers. Nevertheless, experts identified several 
issues for the panel’s consideration. One is the tactical approach taken by many customers; much 
of this work for external sponsors is accomplished using annual task orders with no long-term 
commitment. There is also a range of areas where working relationships could be simplified and 
improved: 

• Interagency tasks are typically quite small and each laboratory manages hundreds of 
such tasks. (For example, LLNL reported it manages about 800 interagency tasks, many 
providing a few tens of thousands of dollars in support.) 


Albright, McMillen, and Hommert, “The Model for the National Nuclear Security Administration and its 
Laboratories: Recommendations for Moving Forward,” p. 1. 
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• Approval processes are needlessly cumbersome. Tasks are reviewed and approved 
individually. Even small, routine contracts require multiple levels of approval and can 
take weeks. 

• Delays are not uncommon in the movement of funds from sponsors to the labs. In some 
cases, technical efforts may be put on hold pending arrival of funds. 

• Year-to-year uncertainty in funding makes it difficult to forecast demand and manage 
professional staffs. 

• Recapitalization of scientific and other physical capital is not addressed. While external 
funding covers the overhead costs immediately associated with the work being 
accomplished, it does not cover the cost of refurbishing and replacing the unique lab 
capital equipment and facilities used in some tasks. 

Some customers have found ways to resolve some of these challenges by employing 
interagency agreements with DOE/NNSA in which the external funding organization makes a 
standing commitment to funding support at a specified level of effort.” While necessarily 
subject to the availability of annual appropriations, this eliminates most of the uncertainty, 
enabling the nuclear weapon labs to better align and manage professional staffs and plan and 
conduct technical work. Capital investments to develop needed capabilities for interagency 
customers are a more difficult challenge, but they too have been overcome in limited cases. 
NNSA has had to approach this challenge on a facility-by-facility basis. 


” Homeland Security Act of 2002, Sec. 309, authorizes DHS use of DOE national laboratories and sites via joint 
sponsorship, direct contract, or “work for others." I.abs and sites perform such work on an equal basis to other 
missions at the laboratory and not just on a noninterference basis. DHS does not pay costs of DOE or its 
contractors in excess of the amount that the DOE pays. DHS’ position is that it strongly prefers using 
authorities given it in law to allow it to work across the DOE complex in response to proposals. 
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6. Conclusion 


This interim report summarizes the panel’s observations on the governance of the nuclear 
security enterprise. The panel is continuing to clarify and document the issues identified here. 
Recommendations to address the problems are being developed. The panel’s interim findings 
indicate that fundamental reform will he required to reshape an enterprise that is capable of 
meeting all of the nation’s needs. The changes will be difficult regardless of where the enterprise 
is located within the government, since the fundamental problems are cultural more than 
organizational. Organizational change, while not unimportant, is only a small portion of the 
changes that must be made. The panel believes lasting improvements are possible, but they will 
demand strong and sustained leadership and proactive support from Congress, the White House, 
and engaged Departmental Secretaries. 
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Appendix A. Sources 

Table A.1. Testimony to the Panel and Fact-Finding Interviews 

Current Members of the 
Enterprise and Government 

Officials Name Organization 

Atkins-Duffin, Cindy Office of Science and 

Technology Policy, Nuclear 
Matters 

Barton, Matthew OHS, Domestic Nuclear 

Detection Office 

Beausoleil, Geoffrey Sandia 

Benedict, Terry US Navy, Strategic Systems 

Program (SSP) 

Cook, Donald NNSA 

Creedon, Madelyn OSD Policy (Global Strategic 

Affairs) 

Dearolph, Douglas Savannah River 

Elliott, Michael The Joint Staff 

Epstein, Jon SASC Staff 

Erhart, Steven Pantex and Y-12 

Gentile, Chris Kansas City Plant 

Harencak, Garrett US Air Force, Strategic 

Deterrence & Nuclear Integration 

Held, Bruce DOE, NNSA 

Holecek, Mark Kansas City Plant 

Hommert, Paul Sandia 

Juzaitis, Ray Nevada Nuclear Security Site 
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Current Members of the 
Enterprise and Government 

Officials Name Organization 


Kendall, Frank 

OSD, Acquisition, Technology 
and Logistics 

Khol, Curl 

OSD CAPE 

Knapp, Brel 

Lawrence Livermore 

Kusnezov, Dimitri 

DOE 

Lawrence, Steven 

Nevada Nuclear Security Site 

Lebak, Kimberly 

Lawrence Livermore 

Limage, Simon 

DOS, Bureau of International 
Security & Nonproliferation 

McMillan, Charles 

Los Alamos 

Moniz, Ernest 

Secretary of Energy 

Moody, III David 

Savannah River 

Morrison, Timothy 

HASC Staff 

Poneman, Daniel 

DOE 

Reis, Vic 

DOE 

Soofer, Robert 

SASC Staff 

Spencer, Chuck 

Y-12 

Tomero, Leonor 

HASC Staff 

Trautman, Steve 

Naval Reactors 

Walter, Drew 

HASC Staff 

White, William 

Los Alamos 

Winokur, Peter 

DNFSB 

Woolery, John 

Pantex 
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Current Members of the 
Enterprise and Government 
Officials 

Name 

Organization 

Former Members of the 



Enterprise and Former 



Government Officials 

Name 

Organization 


Beckner, Enrert 

DOE 

Brooks, Linton 

NNSA 

Browne, John 

Laboratories 

D’Agostino, Thomas 

NNSA 

Davis, Jay 

DOD 

Deutch, John 

DOD 

Guidice, Steve 

NNSA 

Harvey, John 

DOD-NNSA 

Hunter, Thomas 

Laboratories 

John, Mim 

Laboratories 

Kuckuck, Robert 

DOE 

Lehman, Ronald 

DOD-NNSA 

Miller, George 

Laboratories 

Miller, Neile 

NNSA 

Nanos, George 

Laboratories 

Ostendorff, William 

NNSA 

Przybylek, Charles 

DOE 

Robinson, Paul 

Laboratories 

Selden, Robert 

DOD-NNSA 
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Current Members of the 
Enterprise and Government 
Officials 

Name 

Organization 


Smolen, Robert 

DOD-NNSA, NSC staff 


Tegnelia, James 

DOD 


Younger, Steven 

Laboratories 

Other Subject Matter Experts 

Name 

Organization 


Baker, Michael 

British Defense Staff 


Chiles, Hank 

Lead, Previous NSE studies 


Foster, John 

Lead, Previous NSE studies 


Howanitz, John 

Bechtel 


Johnson, Ray 

Lockheed Martin 


Mackinder, Andy 

British Defense Staff 


Madsen, Michael 

Honeywell 


Mara, Glenn 

University of California 


Overskei, David 

Lead, Previous NSE studies 


Patel, C. Kumar 

National Academy of Science 


Pinfield, Lynsey 

British Defense Staff 


Schwitters, Roy 

JASON 


Shank, Charles 

National Academy of Science 


Taylor, Paul 

British Defense Staff 


Welch, Larry 

Lead, Previous NSE studies 
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Table A.2. Fact-Finding Interviews 

Organization Department/Section 

AFL-CIO 

Civil nuclear power industry Various (on non-attribution basis) 

Congress 

Members^ Congressman James Cooper 

Congressman Michael Rogers 

Senator Jefferson Sessions 
Congressman Adam Smith 
Senator Mark Udall 

Committees: Appropriations 

Energy and Commerce 

Energy and Natural Resources 
Energy and Water subcommittee 
Oversight and Investigations 
Strategic Forces subcommittee 

Defense Nuclear Facilities Safety Board 
(DNFSB) 

Department of Defense Chiefs of Staff 

OSD, Acquisition, Technology and Logistics 

OSD, Cost Assessment and Program Evaluation 

OSD, Global Strategic Affairs 

OSD, Nuclear, Chemical and Biological Defense Programs 
OSD, Nuclear Matters 
OSD, Policy 

Department of Energy Chief Financial Office 
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Organization 


Department of Homeland Security 


Department of Health and Human Services 

Department of Justice/Federal Bureau of 
Investigation 

Department of State 

Federal Aviation Administration 

National Aeronautics and Space 
Administration (NASA) 

Navy 


Department/Section 

Environmental Management 
Health, Safety and Security 
Human Capital 
IG 

international Affairs 
International Nuclear Energy Policy 
Health, Safety, and Security 

Human Capital 
Nuclear Energy 
Office of Management 

Office of Science 
S&T Advisor 

Domestic Nuclear Detection Office 
Office of National Laboratories 
Sciences Technology 
Centers for Disease Control and Prevention 

Weapons of Mass Destruction Directorate 

Arms Control and International Security 
Arms Control, Verification and Compliance 
Air Traffic Organization 

Naval Reactors (NR) 
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Organization 


NNSA - headquarters 


NNSA - Field (Sites and Field offices) 


Department/Section 

Strategic Systems Programs (SSP) 

Office of the Administrator 

NA-00 

NA-10 

NA-20 

NA-40 

NA-80 

NA-APM 

Kansas City 

Lawrence Livermore 

Los Alamos 

Nevada National Security Site 

Oakridge Y-12 

Pantex 

Sandia 


Savannah River 


Nuclear Regulatory Commission 

Office of the Director of National National Counterproiiferation Center 

Intelligence 

Office of Management and Budget (OMB) 

Occupational Safety and Health 
Administration (OSHA) 

Office of Science and Technology Policy 
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Appendix B Acronyms 


AFL-CIO 

American Federation of Labor and Congress of Industrial 
Organizations 

CAPE 

Cost Assessment and Program Evaluation 

CMRR 

Chemistry and Metallurgy Research Replacement 

DHS 

Department of Homeland Security 

DNFSB 

Defense Nuclear Facilities Safety Board 

DOD 

Department of Defense 

DOE 

Department of Energy 

DP 

Defense Programs 

ES&H 

Environment, Safety, and Health 

FBI 

Federal Bureau of Investigation 

FFRDC 

Federally Funded Research and Development Center 

FY 

Fiscal Year 

HASC 

House Armed Services Committee 

HSS 

Health, Safety and Security (DOE) 

ICBM 

Intercontinental Ballistic Missile 

IDA 

Institute for Defense Analyses 

ISO 

International Organization for Standardization 

LANE 

Los Alamos National Laboratory 

LEP 

Life Extension Program 

LLC 

Limited Liability Company 

LLNL 

Lawrence Livermore National Laboratory 

l.RSO 

Long-Range Standoff 

M&O 

Management and Operating 

MEC 

Mission Executive Council 
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MOA 

Memorandum of Agreement 

NA-APM 

NNSA - Acquisition & Project Management 

NA-00 

NNSA - Infrastructure & Operations 

NA-10 

NNSA - Defense Programs 

NA-20 

NNSA - Defense Nuclear Nonproliferation 

NA-40 

NNSA - Emergency Operations 

NA-80 

NNSA - Counterterrorism and Counterproliferation 

NASA 

National Aeronautics and Space Administration 

NNSA 

National Nuclear Security Administration 

NNSS 

Nevada National Security Site 

NR 

Naval Reactor 

0MB 

Office of Management and Budget 

OSD 

Office of the Secretary of Defense 

OSHA 

Occupational Safety and Health Administration 

PF-4 

Plutonium Facility at Technical Area 55 (TA-55), LANL 

PIDAS 

Perimeter Intrusion Detection and Assessment System 

R2A2 

Roles, Responsibilities, Authorities, and Accountabilities 

S&T 

Science and Technology 

SASC 

Senate Armed Services Committee 

SLBM 

Submarine-Launched Ballistic Missile 

SNL 

Sandia National Laboratories 

SSP 

Strategic Systems Programs, U.S. Navy 

START 

Strategic Arms Reduction Treaty 

UPF 

Uranium Processing Facility 

WFO 

Work For Others 

Y-12 

Y-12 National Security Complex, Oak Ridge, Tennessee 


B-2 



312 


FRED UPTON, MICHIGAN 
CHAIRMAN 


FRANK PALLONE, JR., NEW JERSEY 
RANKING MEMBER 


ONE HUNDRED FOURTEENTH CONGRESS 

Congress ot tfje ®niteli States 

J^ouSc of l^cprtstntatibes 

COMMITTEE ON ENERGY AND COMMERCE 
2125 Rayburn House Office Building 
Washington, DC 20515-6115 

MajotKy (202) 226-2927 
Minotity (202) 225-3641 


March 23, 2016 


The Honorable Norman R. Augustine 
Retired Chairman and CEO 
Lockheed Martin Corporation 
6801 Rockiedge Drive 
Bethesda, MD 20817 

Dear Mr. Augustine: 

Thank you for appearing before the Subcommittee on Oversight and Investigations on 
Wednesday, February 24, 2016, to testily at the hearing entitled “DOE for the 2 1st Century: Science, 
Environment, and National Security Missions.” 

Pursuant to the Rules of the Committee on Energy and Commerce, the hearing record remains 
open for ten business days to permit Members to submit additional questions for the record, which are 
attached. The format of your responses to these questions should be as follows: (1) the name of the 
Member whose question you are addressing, (2) the complete text of the question you are addressing in 
bold, and (3) your answer to that question in plain text. 

To facilitate the printing of the hearing record, please respond to these questions with a 
transmittal letter by the close of business on Friday, April 6, 2016. Y our responses should be mailed to 
Greg Watson, Legislative Clerk, Committee on Energy and Commerce, 2125 Rayburn House Office 
Building, Washington, DC 20515 and e-mailed in Word format to Greg.Watson@mail.house.gov. 

Thank you again for your time and effort preparing and delivering testimony before the 
Subcommittee. 


Sincerely, 

Tim Murphy'^ CJ 
Chairman 

Subcommittee on Oversight and Investigations 
cc: Diana DeGette, Ranking Member, Subcommittee on Oversight and Investigations 
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March 23, 2016 


Admiral Richard W. Mies 
CEO 

The Mies Group, Ltd. 

10505 Beaver Pond Court 
Fairfax Station, VA 22039 

Dear Admiral Mies: 

Thank you for appearing before the Subcommittee on Oversight and Investigations on 
Wednesday, February 24, 20 1 6, to testify at the hearing entitled “DOE for the 2 1 st Century: Science, 
Environment, and National Security Missions.” 

Pursuant to the Rules of the Committee on Energy and Commerce, the hearing record remains 
open for ten business days to permit Members to submit additional questions for the record, which are 
attached. The format of your responses to these questions should be as follows; (1 ) the name of the 
Member whose question you are addressing, (2) the complete text of the question you are addressing in 
bold, and (3) your answer to that question in plain text. 

To facilitate the printing of the hearing record, please respond to these questions with a 
transmittal letter by the close of business on Friday, April 6, 2016. Your responses should be mailed to 
Greg Watson, Legislative Clerk, Committee on Energy and Commerce, 2125 Rayburn House Office 
Building, Washington, DC 20515 and e-mailed in Word format to Greg.Watson@mail.house.gov. 

Thank you again for your time and effort preparing and delivering testimony before the 
Subcommittee. 


Sinc erely. 

Tim Murphy 'w 
Chairman 

Subcommittee on Oversight and Investigations 
cc: Diana DeGette, Ranking Member, Subcommittee on Oversight and Investigations 
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New Foundations for the Nud^ Security Enterprise 
Mr. Norman R. Augustine and Admiral Richard W. Mies (U.S. Navy, ret.) 


Answers to Questions for the Record 
Testimony of Februaiy 24, 2016, 

Hearing on “DOE for the 2F’ Centuiy: Science, Environment and National Security Missions” 
Before the Subcommittee on Oversight and Investigations of the Committee on Energy and 
Commerce, U.S. House of Representatives 


Questions from the Honor.able Tim Murphy, |PENNSVLVANiA-Ri 

Question I: Your New Foundation for the Nuclear Enterprise report' recommends amending the 
relevant statutes to clarify that the Secretary |of Energy) “owns” the nuclear enterprise missions. One 
essential provision of DOE (Department of Energy) Organization Act^ maintains that the Administrator 
of the NNSA (National Nuclear Security Administration) is subject to the Secretary’s “authority, 
direction, and control.” 

Qla. Would you please explain how your recommendations will enhance the Secretary’s “authority, 
direction and control” over the person (whether the Administrator or a newly created Director of 
Nuclear Security (DNSj) responsible for executing the nuclear security missions for the Department of 
Energy? 

Taken in combination, the panel’s recommendations would enhance the Secretary’s authority, direction, 
and control in three important ways: [ 1 ] by solidifying the Secretary’s ownership of the NSE mission; [2] by 
creating a new Director of the Office of Nuclear Security reporting directly to the Secretary with clear roles 
and responsibilities for executing the NSE mission; and [3] by creating the conditions for appointing 
experienced technical leaders and managers. 

Recommendation: Solidifying the Secretary’s Ownership of the Mission 

The panel found that the U.S. nuclear security enterprise has suffered as an “orphan mission” since the end 
of the Cold War — a problem regarding the entire nuclear enterprise. In our deliberations, it became very 
clear that one major factor contributing to this situation is that a separately organized NNSA had the effect 
of isolating the nuclear enterprise from the needed Cabinet Secretary leadership. 

The panel also observed that the separately organized provisions of the National Nuclear Security 
Administration (NNSA) Act^ create a divided HQ staff since the Act prohibits functional staffs from serving 
both DOE HQ and NNSA. U is difficult to see the benefits of such an approach. NNSA comprises about 40 
percent of DOE’s budget, and the total DOE’s nuclear-related programs, including cleanup and civilian 


‘ Congressional Advisory Panel on the Governance of the Nuclear Security Enterprise (Auguslinc-Mies panel), A New 
Foundation for the Nuclear Security {November 2014). 

- Relevant statutes include 42 U.S. Code Chapter 84 — 'Department of Energy and 50 U.S. Code Seciion Chapter 41 — National 
Nuclear Security Administration. 

^ 50 U.S. Code Section 2400 — National Nudear -Security Administration. 
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energy programs, represent more than 60 percent of the DOE annual budget.'’ One has to ask, “What CEO 
of a successful company would permit one of its largest, most demanding and unforgiving missions to be 
quarantined from the headquarters staff? Or to use an operational metaphor: How could the commander of 
a ship at sea fulfill his or her duties if 40% of the crew were “separately organized?” That would be both 
inefficient and risky. Therefore, it is with the “separately organized” structure of the Department. !t creates 
a split in the perspectives and perceived responsibilities of the HQ staffs, which creates unnecessary 
duplication, friction, stasis, and risk. 

The panel’s recommendation is to create the conditions for the Secretary (and the rest of DOC) to 
fully embrace the nuclear security mission, and then to create a healthy operating culture within this 
structure. One essential step toward overcoming the current situation and restoring the proper focus is to 
place the enterprise under the leadership of a knowledgeable and engaged Cabinet Secretary. There are 
critical roles to be played by a Cabinet-level official in solidifying partnerships across Cabinet Departments 
(especially Defense, Intelligence, and Slate), and in representing the enterprise within the White House as 
well as on Capitol Hill. 

The panel therefore recommended that Congress amend the DOE and NNSA enabling legislation to 
“place the responsibility and accountability for the nuclear security mission squarely on the shoulders of a 
qualified Secretary.”* Under the proposed management model, the Secretary will be seen — both within 
DOE and externally — as the nation’s top official responsible for the nuclear security enterprise. The panel 
recommended several accompanying steps that would signify and reinforce this view of the Secretary’s 
ownership of the nuclear security enterprise, 'lliese include confirmation hearings and annual reporting 
responsibilities for the Secretary, as well as joint DOE-DOD [Department of Defense] planning activities 
that underscore the Secretary’s ownership. 

The panel’s recommendations specified specific roles and responsibilities to be assigned to the 
Secretary, These are provided in the table below. 

Proposed Roles and Authorities of tf^e Secretary of Energy 

• The Secretary i.s a.ssigne(J full ownership of and accountability for the nuclear security missions 

• The Secretary sets Dcpartmcmal policy and priorities for executing nuclear security missions, conveys 
full authority to the Director for executing the missions, and ensures Departmental mission-support 
staffs serve the missions effectively 

• The Secretary’s nuclear security roles and needed background are emphasized by rcquiring 
confirmalion hearings with both the Senate fnergy and Natural Resources Committee and Senate 
Armed Services Corrimitiee 

• Annual mission reviews with Presidential staff and oversight committees of Congress emphasize the 
Secretary's accountability 

The importance of the enterprise and its missions is to be signified by renaming the Department the 
Department of Energy and Nuclear Security 

Source: Net* F'oundarions. 29. 


^ In Fiscal Year 2016. the budgets of NNSA ($12.9 billion), Nuclear Energ>'(S999 million), and Environmental Management 
(S6.1 billion) total $19,99 billion of DOFi’s total budget of S32.5 billion (61.5%), where NNSA is 39.6% of the entire DOH 
budget. 

* ,Ve>v' Foundations. 26. 


2 





316 


Assigning mission execution responsibiiity and authority to a Director, Office of Nuclear 
Security, reporting directly to the Secretary 

While it is necessary that the Secretary own the NSE mission, execution responsibilities should be assigned 
to a strong enterprise Director with unquestioned authority to execute nuclear enterprise missions consistent 
with the Secretary’s policy direction. ITiis would be accomplished by revising the National Nuclear Security 
Administration (NNSA) Act to fully integrate theNNSA in DOE under the Secretary’s leadership. Central 
to this reform is to make clear that the Director of the Office of Nuclear Security works directly for, and 
reports directly to, the Secretary. And — as discussed later — because the Secretary owns the mission, his or 
her entire staff must pivot to support it. The roles of the Director are spelled out in the accompanying table. 

Proposed Roles and Authorities of the Director, Office of Nuclear Security (ONS) 

• llie Director has full authority to execute the nuclear security missions under the policy established by the 
Secretary, and therefore must possess strong technical management capabilities 

• For leadership and continuity, the Director’s position is an E.xecutive Schedule II with a tenure of at least six years 
(subject to Presidential review); the Director shall be assigned the rank of Deputy Secretary or Under Secretary of 
DOE&.NS {Department of Energy and Nuclear Security] 

• The Director is provided direct access to the President on issues critical to ONS’s missions, such as nuclear 
stockpile safety, security, and reliability; non-proliferation 

• The Director is provided direct access to the Secretary on all ONS matters; the Director advises the Secretary on all 
Departmental policies as they affect the nuclear security missions and recommends responses to findings and 
recommendations of advisory/oversight groups 

• The Director is assigned risk acceptance responsibility and authority on ONS matters, taking full responsibility and 
accountability for executing the Secretary’s policies for nuclear security missions 

0 Mi.ssion-support staffs advise the Director on risk-acccptance decisions 

o Any disagreements between line managers and mission-support staffs arc quickly raised through an appeals 
process to the Director for adjudication and decision (and in rare cases, where resolution is not reached, to the 
.Secretary) 

• The Director has full authority to shape and manage the ONS technical stalT; existing political appointments beneath 
the Director are convened to Director-appointed Senior Executive Service or Excepted Service positions 

• To eliminate redundancies, ONS receives mission .support from Department hcadquartei-s staff functions; the 
Director provides input on performance evaluations for mission-support staff personnel 

Source: New Foimdarions. 29. 


In addition to our structural recommendations, the panel identified a number of management best 
practices based on high-performing benchmarked organizations. Prominent among these are the issues 
addressed above: a capable, empowered leadership with well-defined roles and responsibilities. But there 
are several other important conditions, including the following: 

(1) clear plans with carefui analysis of the resources needed to execute those plans, 

(2) a clear line-management structure down through the operational activities, 

(3) strong program managers focused on mission deliverables, 

(4) effective communications, 

(5) effective incentives, and 

(6) clear accountability. 


3 




317 


The panel's recommendations would establish proven practices addressing each of these conditions. 
Aggressive implementation would significantly improve operations in the near term, thus addressing well- 
known morale issues and, in time, reshaping the management culture.* 

In sum, a simpler, clearer operational structure reporting to the Secretary would significantly enhance 
the Secretary’s authority and control of the nuclear security mission. An effective structure could reduce 
the time and energy required to make the organization work effectively and thus would free time and energy 
to produce national security capabilities that address the nation’s substantive challenges. 

Creating the conditions for appointing outstanding technical leaders and managers 

Finally, the pane! has made It clear that the national security enterprise requires capable technical leaders 
and managers with sufficient authority and tenures to forge a highly reliable operating culture. A Secretary 
with proven technology leadership skills is in the best possible position to “own” the NSE mission. 
Moreover, when one considers the NSE in the context of the entirety of DOE’s S&T (science and 
technology) missions — comprising DOE’s 17 National Laboratories — it is clear the Secretary has a vital 
national role in ensuring the health of U.S. science and engineering capabilities. 

Last year’s CRENEL report provides a view of the capability of the DOE laboratory enterprise to 
contribute to a broad range of national needs, including security, science, energy supply and demand, and 
economic technology competitiveness.’ The DOE laboratories are national assets operating at the forefront 
of global science and engineering capabilities across a wide range of disciplines: 

• high performance computing 

• nuclear deterrence 

• nuclear non-proliferation, counterproliferation 

• sustainable energy 

• energy efficiency 

• genomics 

• advanced manufacturing 

The DOE laboratories are built from an accumulated federal investment over many decades. Today, 
the combined annua! funding for the labs is SI 1.7 billion from DOE and a total of $14,3 billion when work 
funded by other agencies is included.^ By this dollar measure, the DOE laboratory system is about four 
times the size of the Defense Advanced Research Projects Agency, two times the size of the National 
Science Foundation (NSF), three-fourths the size of the National Aeronautics Space Administration 
(NASA), and one-half the size of the National institutes of Health (NIH). In short, the DOE labs are 
prominent assets among the nation’s federal S&T institutions. 

Viewed from this perspective, DOE is a vital S&T and national security resource that has far greater 
and more imponant operational roles than has been acknowledged over the history of the Department. The 
panel believes the Department’s top leadership team — especially, but not exclusively, the Secretary of 
Energy — should be selected and judged in view of its ability (1) to provide state-of-the-an applied science 


* A compelling critique oflhc workplace environment and morale, and the implications for DOFi missions, can be found in the 
National Research Council report. Managing for High Quaiity of Science and Engineering at iheS’hlSA National Security 
Laboratories (Washington, DC: National Academies Press, 2012). 

’ Commission to Review the I'.ffecliveness oflhc National Energy Laboratories [CRENEL}. Securing America's Future: 

Realizing the Potential of the Department of Energy’s National Laboratories, 2 vois. (October 2105). 

® Cited in the CRENfiL Report, vol. 2:3, tabic I. 
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and (2) to produce fundamental capabilities essential to national security. Structured appropriately, the job 
of the Secretary of Energy provides a unique opportunity to contribute to scientific advancement and 
national well-being. 

The tenure of Energy Secretary Ernest Moniz demonstrates that a Secretary, who is highly qualified 
and experienced and possesses the necessary credibility and intellectual stature, can establish leadership 
across the Department. He harnessed the capabilities of DOE’s laboratories to play a substantive role in the 
technical negotiations with Iran on the nuclear armaments agreement. DOE’s technical contributions must 
continue as treaty compliance is monitored. Similarly, capable Under Secretaries and Assistant Secretaries 
have moved programs in valuable directions. For example, strong technical leadership enabled DOE to 
conceive, establish, and execute the Stockpile Stewardship Program.^ 

The panel believes a radically new mindset is needed in conceiving the role of the Secretary. To be 
sure, the Secretary has a wide range of important political and policy responsibilities, however much of the 
task is truly not a Washington political position; it is more akin to the technical leadership positions in 
NASA, NfH, or NSF. Fundamentally, the stewardship of the laboratory system, including the national 
security enterprise, comprises critical responsibilities that must be given close attention and provided 
effective leadership. 

Selecting proven leaders for the Department, combined with the simplification of the management 
structure will set the DOE on the needed path toward the creation of a healthy operating culture. These 
steps are the essential first steps. 

Q1 b. A complaint has been that NNSA’s statutory semi-autonomy has impeded communications across 
DOE components. Explain how your proposed structure would enable fuller communication. 

The panel’s recommendations would simplify and improve communications through three important steps. 

Recommendation: Define the communication channel up and down the chain of 
command 

First, the clear assignment of mission ownership to the Secretary and mission execution to the Director of 
ONS defines the backbone of the HQ communications and decision-making framework. The Secretary and 
the Director of ONS would be responsible to create mechanisms that would integrate needed management 
information. This should simplify reporting demands, allow for the integration of needed management 
information, and more closely linked reporting requirements to management responsibilities. 

This step addresses one source of confusion seen by the panel regarding the operational chain of 
command and reporting relationships. DOE has been plagued by the existence of parallel communication 
channels within individual functional communities without a clear delineation of authority and 
accountability. Because of the blurring of authority, the enterprise lacks a clear definition of who needs 
what information and who gives direction and provides elTective mechanisms for establishing an integrated 
view across functional communities. 


An cxampls; oferfective icciinical leadership i.s posed in the article by Victor H. Reis. Robert J. Hanrahan, and W. Kirk 
Lcvedahl. ’The Dig Science of Stockpile Stewardship ,” Today (2016). 46. http://dx.doi,org/l().1063/PT.3.3268. 
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Recommendation: Eliminate the HQ divide that impairs communication within functional 
communities 

Second, the panel’s recommendations would remove the “headquarters divide” — the separation of NNSA 
HQ functional communities from their counterparts in DOE headquarters. The ambiguities and overlaps in 
roles and responsibilities under the “separately organized” structure have created disincentives for 
individuals to share information across this divide because each HQ staff is, in effect, in competition with 
the other HQ staff for control. 

The panel’s structural recommendations for removing the headquarters divide include the 
consolidation of HQ mission-support staffs. These staffs would form professional pools of expertise 
available to each of the major operational components of the Department. The panel envisions a matrix- 
support arrangement in which functional experts would belong to a professional functional community but 
would be assigned to support the operating components. For example, legal experts, accounting experts, or 
public affairs experts would be managed through their functional community but they would be assigned 
to support the operating components, under the direction and review of the operational component head. 
(This resembles the supported-supporting command relationship routinely employed in the military and 
industry.) 

Recommendation: Create a clear channel of communication and direction between the 
Director of ONS and field-operating contractors 

Third, the panel noted that, at the field-operating level, free-flowing information between the operating 
activities and headquarters Is an essential attribute of highly reliable organizations. A number of 
recommendations touch on the character and content of such communication. The actions include improved 
mission planning, improved infrastructure planning, and improved program planning. (For these plans to 
have meaning and to improve management, they must be based on realistic costing and program planning; 
hence the pane! has also emphasized the need for an effective, independent costing activity.) 

The integration of operational communications (and direction) is addressed by establishing a simple, 
clear operating structure. The panel’s recommendation is as follows. 

The Director should establish a .simple, clear line-management operating structure that both 
synchronizes activities across programs, mission-support functions, and operating sites and provides 
leadership focus for key programs. 

The key synchronizing functions that had been performed by the Albuquerque Operations Office 
are needed today. An effective mechanism would solidify the decision authority of the Director and 
coordinate the efforts ofall the key officials accountable for executing the program. The participants 
include the Director, Deputy Directors, program managers, the management and operalion.s 
contractor leadership, and field office managers. 

An effective mechanism will permit the participanw to share information regularly across sites, 
programs, and function.s. It will provide a clearinghouse for raising issues in the execution of 
programs and for considering strategies for resolving them. Over time, the discipline of exercising 
leadership and management roles through this mechanism will reinforce the needed management 
culture by improving communications, understanding, and working relationships. 

In summary, the panel’.s recommendations would consolidate and clarify channels of communication 
in all three of these important dimensions: communication up and down the chain of command; 
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communication within functional communities across the current HQ divide; and the integration of field- 
level communication between the Director of ONS and site operators. 

Question 2. Under the NiNSA Act, the Umitation on the Secretar>'’s delegation authority effectively 
prohibits the exercise of authority, direction, or control by non-NNSA DOE personnel. 

Q2a. Would you explain whether or not you agree the statutory limitations on the Secretary’s delegation 
authority impedes or potentially impedes the Secretary’s ability to ensure sound and effective 
management? 

The Secretary’s ability to delegate authority to HQ staffs is an area where the panel found inconsistencies 
in the statutes. “Separately organized” is variously defined, implying different relative roles for DOE HQ 
staff and NNS A staff in 42 U.S.C Chapter 84 versus 50 U.S.C. Chapter 41 . footnote 29 of the panel’s report 
records the following; 

DOE and NNSA define and govern their relationship based on legislation that does not 
unequivocally assign policy and risk acceptance authority. Section 7144 of 42 U.S.C. Chapter 84 
reads, “The Secretary shall be responsible for establishing policy tor the National Nuclear Security 
Administration” and “The Secretary may direct officials of the Department. . .to review the programs 
and activities of the Administration and to make recommendations to the Secretary regarding 
administration of those programs and activities, including consistency with other similar programs 
and activities of the Department.” Section 7144(a) further slates that, “The Secretary shall be 
responsible for developing and promulgating the security, counterintelligence, and intelligence 
policies of the Department.” 

These statutes conHict with § 2402(b) of 50 U.S.C, Chapter 4 1, which declares. ‘The Administrator 
has authority over, and is responsible for, all programs and activities of the 
Administration, ..including. ..(2) Policy development and guidance... (6) Safeguards and 
Security. .,(9) Environment, .safety, and health operations” and § 2402(d). which states “the 
Administrator can establish NNSA-specific policies unless disapproved by the Secretary.”'® 

As a practical matter, NNSA operates under authorities and mechanisms that create unnecessary 
ambiguity and friction. The panel found that the NNSA Act, as implemented, made organizational changes 
designed to insulate NNSA from DOE headquailers(l) without specifying the Secretary’s roles. (2) without 
stipulating the relationships between NNSA and DOE headquarters staffs, and (3) without requiring actions 
to shift the Department’s culture toward a focus on mission perfonnance, NNSA was not provided the line- 
management authority necessary to “own” mission execution, including the integration of safety, security, 
and environmental concerns into the decision-making for executing NNSA’s missions. Neither was an 
effective policy implementation framework established. Many of the details of these structural flaws are 
provided in Chapter 2 of the panel’s New Fourtdaiiom report. 

During the time the panel conducted its review, it observed the same problems with ambiguity and 
friction within the HQ stafTs as was observed in an earlier GAO [U.S. Government Accountability Office] 
report; 


'® New FoimdaHons, 22. fn 29, 


7 



321 


...NNSA and DOE have not fully agreed on hosvNNSA should function within the department as 
a separately organized agency. This lack of agreement has resulted in organizational conflicts that 
have inhibited effective operations.” 

Each community believes it is doing what is directed by the statutes; and each is correct — given its 
interpretation of the law. But lacking an effective mana^ment framework — including the lack of an 
especially clear delineation of value-added roles and responsibilities— the inevitable result is duplication, 
friction, stasis, and risk. 

Q2.b. To the extent you believe this is an impediment or potential impediment, please explain how your 
recommendations address this or otherwise enhance the Secretary’s ability to ensure sound and effective 
management of the Department. 

The fundamental solution is to create a healthy operating culture in DOE, First and foremost, this requires 
establishing the Secretary’s mission ownership and the Director’s responsibility and authority for executing 
the mission under the Secretary’s direction. Having done this, the need remains to create a simple, clear 
management structure. The panel's recommendations to remove the HQ staff divide would remove the 
existing legislative ambiguities in authorities and responsibilities described above. In doing so, the resulting 
framew'ork would make clear that the Under Secretary heading the Office of Nuclear Security owns the 
responsibility for executing the NSE mission. Two specific recommendations from the panel’s report are 
central to this: 

( 1 ) First, the Secretary should establish a matrix management structure that 

• aligns and codifies roles, respionsibilities, authority, and accountability 

• specifies the Director’s leadership authority over line-management and mission-support 
("functional”} staffs assigned to ONS fand] 

• eliminatc.s overlapping headquarters staffs 1 2 

An essentia! step in establishing the needed matrix management structure is the alignment and 
systematic documentation of roles, responsibilities, authority, and accountability. Individuals 
at all levels should understand their roles and their contributions to mission execution. This 
should be done in a manual available to everyone working within the nuclear security 
enterprise. 

(2) Second, the Secretary should stipulate that the Director, ONS. shall receive support from the 
Department's mission-support staffs in order to eliminate redundancies, reduce costs, and 
leverage best practices. To make this approach work effectively, the Secretary must establish 
suitable management structures and processes to ensure that the Director can interact with and 
draw upon the skills and expertise across line-managcmcnlstalTsand these DOFii&NS mission- 
support elements. 

An effective personnel management system is essential. The Director should have input on 
performance evaluations for those mission-supptirt staff personnel assigned to assist ONS. The 
Director further should have the authority to approve or dismiss assigned individuals. In 
addition, those DOF:&NS functional staff directors responsible for the functional communities 


' ' U.S. GAO, Naiiona! Nuckar Securiiy AdminisirtJiion: Additional Actions Needed to Improve Management of the Nation's 
Nuclear Programs (Washington, DC; U.S. GAO, January 2007). 

’■ New Foundations. 32. 
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who provide matrix support to ONS must be accountable to the Secretary to ensure their 
organi^,ations' responsibilities are executed in support of nuclear security missions. 

While mission-support slatTs serve primarily to support and advise line managers, there must 
be a mechanism that allows functional experts to question and appeal the decisions of the line 
managers. Such a mechanism needs to elevate issues quickly to the appropriate authorities for 
resolution, as de.scribcd in Action Item 4.1 [of the panel report). 

The Seeretaiy should designate those senior headquarters positions that have line-management 
decision authorities and those that are responsible for mission-support functions. 

To codify the resulting management system, the Department will need to create a manual that 
clearly dellncs and codifies roles and responsibilities, including authority, direction, and 
control. 

Question 3. Under the current set-up, NNSA has its own mission support offices, which your report 
indicates contribute to duplicative DOE mission support and separate lines of direct accountability and 
reporting cither to the Secretary or to the Administrator. Would you explain specifically what is 
necessary to reform the mission support functions of the Department to ensure more effective and 
efficient support of the Secretary’s legal, security, management, and oversight responsibilities? 

As explained previously under Question 2.b, the Secretary should eliminate the HQ divide by consolidating 
functional staffs. For example, DOE should have a single Genera! Counsel. Legal experts working 
throughout DOE would be hired and managed by the General Counsel. Lawyers supporting the ONS would 
be selected by the Director of ONS, assigned for duty by the General Counsel w'ith the approval of the 
Director of ONS, and performance evaluations would be provided by the Director to the General Counsel. 
(The other DOE component organizations would have similar processes for selecting and rating legal staff 
assigned to assist their component.) Under this system, each of the Department's functional communities 
builds and manages a common core of professional capability. The advantages of such a management 
structure is that it fosters communication within the community, creates greater flexibility for career 
development and management, and makes the most cost-effective use of available talent. 

There are a number of alternative ways for structuring this arrangement. The ideal solution likely will 
vary across functional communities. Limited by its scope, the panel did not undertake the detailed analysis 
necessary to propose arrangements for specific operating elements. 
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March 23,2016 


Dr. Jared L. Cohon 
President Emeritus 
Carnegie Mellon University 
107B Porter Hall 
5000 Forbes Avenue 
Pittsburgh, PA 15213 

Dear Dr. Cohon: 

Thank you for appearing before the Subcommittee on Oversight and Investigations on 
Wednesday, February 24, 2016, to testify at the hearing entitled “DOE for the 21st Century; Science, 
Environment, and National Security Missions.” 

Pursuant to the Rules of the Committee on Energ>' and Commerce, the hearing record remains 
open for ten business days to permit Members to submit additional questions for the record, which are 
attached. The format of your responses to these questions should be as follows: (1) the name of the 
Member whose question you are addressing, (2) the complete text of the question you are addressing in 
bold, and (3) your answer to that question in plain text. 

To facilitate the printing of the hearing record, please respond to these questions with a 
transmittal letter by the close of business on Friday, April 6, 2016. Your responses should be mailed to 
Greg Watson, Legislative Clerk, Committee on Energy and Commerce, 2125 Rayburn House Office 
Building, Washington, DC 20515 and e-mailed in Word format to Greg.Watson@mail.house.gov. 

Thank you again for your time and effort preparing and delivering testimony before the 
Subcommittee. 


Tim Murphy 
Chairman 

Subcommittee on Oversight and Investigations 
cc: Diana DeGette, Ranking Member, Subcommittee on Oversight and Investigations 
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March 23, 2016 


The Honorable TJ Glauthicr 
President 

TJG Energy Associates, LLC 
1001 Ocean Boulevard 
Moss Beach, CA 94038 

Dear Mr. Glauthier: 

Thank you for appearing before the Subcommittee on Oversight and Investigations on 
Wednesday. February 24, 2016, to testify at the hearing entitled “DOE for the 2Ist Century: Science, 
Environment, and National Security Missions.” 

Pursuant to the Rules of the Committee on Energy and Commerce, the hearing record remains 
open for ten business days to permit Members to submit additional questions for the record, which are 
attached. The format of your responses to these questions should be as follows: (1) the name of the 
Member whose question you are addressing, (2) the complete text of the question you are addressing in 
bold, and (3) your answer to that question in plain text. 

To facilitate the priming of the hearing record, please respond to these questions with a 
transmittal letter by the close of business on Friday, April 6, 2016. Your responses should be mailed to 
Greg Watson, Legislative Clerk, Committee on Energy and Commerce, 2125 Rayburn House Office 
Building, Washington, DC 20515 and e-malled in Word format to Grcg.Watson@mail.hoiise.gov. 

Thank you again for your time and effort preparing and delivering testimony before the 
Subcommittee. 



Tim Murphy x.y 
Chairman 

Subcommittee on Oveisight and Investigations 
cc: Diana DeGette, Ranking Member, Subcommittee on Oversight and Investigations 
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The Honorable Tim Murphv 

1. Your report recommends abandoning incentive award fees for M&O 

contracts in favor of a fixed fee. 

a. What prompted this recommendation? 

The Commission found that contracting organizations may be motivated to 
run laboratories out of a sense of service to the Nation, for reputational 
enhancement, for access to quality technical staff, and/or for other reasons, but 
management fee is not, and should not be, the primary motivation. Incentive fees 
may be appropriate for some types of production operations, but arc not the best 
mechanism for research organizations. Fees must be adequate to cover unallowable 
costs, such as gaps in salary, community and educational contributions, employee 
scholarships, and potential risks, but they do not need to be as high as some of the 
recent NNSA laboratory contracts.^ 

The Commission also noted that approximately six years ago, NASA changed 
its contract for the |et Propulsion Laboratory OPL), also an FFRDC, from an 
incentive fee to a fixed fee. ]PL personnel have found the change to be positive in 
that it has decreased bureaucracy associated with the annual fee awarding process. 
The primary incentive for the laboratory to perform well is that it will receive more 
research funding from NASA; the punishment is that it will receive less, 

b. What are the advantages of a fixed fee versus an incentive fee? 

The Commissioners find chat a high fee perpetuates the stereotype that 
laboratory managers and M&O contractors are focused only on profit and are 
merely "contractors" rather than partners. In addition, the process to evaluate 
performance and award fee has led to box checking and transactional compliance 
for the laboratories. Both of these have contributed to a breakdown in trust between 
some of the laboratories and DOE. The Commission agrees with the Augustine/Mies 
panel finding Chat the relationship between the NNSA laboratories and the 
government has been eroded by a fee structure and contract approach that invites 
detailed, tactical, and transactional oversight rather than a strategic, performance- 
based management approach. ^ 


Mn FY 2014 the average available award fee as a percentage of the laboratory 
budget from DOE was 1.76%. While Sandia’s (1.56%) was lower than the average, 
both Lawrence Livermore's (3.83%) and Los Alamos' (3.17%) were higher. This 
translated to an available award fee of $28.1M for Sandia, $45.9M for Lawrence 
Livermore, and $63. 4M for Los Alamos. 

2 See Congressional Advisory Panel on the Governance of the Nuclear Security 
Enterprise (Augustine/Mies panel), A New Foundation for the Nuclear Security 
Enterprise, 12-14. 
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c. What is your reaction to the Department's response to this 
recommendation? 

As noted, the Commission recommended that DOE abandon incentive award 
fees in the M&O contracts of the National Laboratories in favor of a fixed fee set at 
competitive rates with risk and necessary investment in mind, We are encouraged 
by the Department’s recent step in this direction as outlined in the Draft Request for 
Proposal [RFP] for Sandia National Laboratories' M&O Contract Competition. The 
Draft RFP delineates three categories of work: [1) management and operation of the 
laboratory, for which the contractor will receive cost-plus-fixed-fee and award fee; 
(2] strategic partnership projects (formerly known as work for others), for which 
the contractor will receive only cost-plus-fixed-fee; and (3) capita! construction 
projects, the price and price structure of which will be agreed upon individually.^ 
This represents a significant step away from incentive fees and towards fixed fees 
and we are hopeful it will be extended to all laboratory contracts over time. 

d. How can we measure meaningful progress by the Department in 
addressing this recommendation? 

The most effective way to ensure meaningful progress is through the creation of 
an independent standing body as described in the final recommendation of our 
report. Such a standing body could track implementation of all the 
recommendations and actions in our report, and to report regularly to DOE, the 
laboratories, the Administration, and the Congress on progress, results, and needed 
corrective actions. The standing body could also assist congressional committees in 
developing a rational plan for future evaluations of the DOE laboratories. 

2, Your report highlights opportunities for NNSA to leverage best 

practices from other DOE program offices - such as the Office of Science 
- to improve engagement between NNSA and their labs. 

a. Why hasn't this occurred in the past? 

We would like to note that NNSA has begun to leverage the best practices of 
other DOE program offices in certain areas. For example, according to the 
Department's response to the Commission report. "NNSA will execute plans to 
improve its governance and oversight of field operations at its laboratories, sites, 
and plants and clarifying roles and responsibilities. The new approach will clarify 
the oversight roles of headquarters and field office personnel, placing emphasis on 
new rigorous and dependable Contractor Assurance Systems [described below), and 
leveraging best practices from the Office of Science, including enhancing peer 
review and corporate parent involvement as appropriate for each site.” (p.l2) In 


3 Draft Request for Proposal No. DE-SOL-0008470 
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addition, "NNSAand the applied energy offices will mode! their revised [laboratory 
planning] processes using core elements and attributes from the lab planning 
process used by the Office of Science." (p.l6) 

We are encouraged by these initial steps, but it remains to be seen whether a 
true partnership between the weapons laboratories and NNSA can be established. 

b. How does the current organizational and statutory structure 
between NNSA and DOE affect this type of collaboration? 

There is no question that DOE's ability to influence NNSA’s treatment and 
relationship with its laboratories is hampered by NNSA's semi-autonomous state. In 
the past, NNSA leadership and staff have chosen to ignore the best practices of other 
program offices within DOE and do things their own way, sometimes to the 
detriment of the relationship with their laboratories. As we said, the jury is still out 
on whether the latest effort to normalize their practices will have a lasting impact. 
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